HellerEhrman "

My 19,2005 w et e it

Solicitors and International Lawyers

Yl R R A S S Py
N 05003680 Simon Luk
i Chairman, Hong Kong Practice

Sluk@hewm.com
Direct 2292 2222
Main 852.2292.2000
Fax 852.2292.2200

BEET AVAILABLE COPY

The Office of International Corporate %%
Finance

Securities and Exchange Commission

Mail Stop 3-2

450 Fifth Street, N.W.
Washington, D.C. 20549 ’ﬁyﬁﬁ"‘”‘"j
U.S.A. '

JUM 08 2005
Ladies and Gentlemen: E T}C:: m]a

C&/‘f r\&# jg\;/w@ SEC FILE NO. 82-3950

Re: |
(Formerly known as Legend Group Limited)
Information Furnished Pursuant to Rule 12g3-2(b)
under the Securities Exchange Act

On behalf of Lenovo Group Limited (the "Company"), SEC File No. 82-3950, the
enclosed documents are submitted to you in order to maintain the Company's exemption
from Section 12(g) of the Securities Exchange Act of 1934 (the "Act") pursuant to Rule
12g3-2(b) under the Act:

1. The Company’s announcement regarding the closing of the subscription of
unlisted convertible preferred shares and unlisted warrants, dated May 17,
2005, published (in English language) in the South China Morning Post and
published (in Chinese language) in the Hong Kong Economics Times, both

on May 18, 2005, S/
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2. The Company’s announcement regarding (1) proposed issue of unlisted
convertible preferred shares and unlisted warrants and proposed amendment
to the articles of association, (2) poll results of the extraordinary general
meeting held on May 13, 2005, dated May 13, 2005, published (in English
language) in The Standard and published (in Chinese language) in the Hong
Kong Economics Times, both on May 17, 2005;

3. The Company’s announcement regarding proposed off-market repurchase
of non-voting shares and connected transaction, dated May 4, 2005,
published (in English language) in The Standard and published (in Chinese
language) in the Hong Kong Economics Times, both on May 5, 2005;

4, The Company's announcement regarding the initial closing of the very
substantial acquisition relating to the personal computer business of IBM
and changes of directorates and chief executive officer, dated April 30,
2005, published (in English language) in South China Morning Post and
published (in Chinese language) in the Hong Kong Economics Times, both
on May 3, 2005;

5. The Company’s announcement regarding notice of extraordinary general
meeting, dated April 20, 2005, published (in English language) in The
Standard and published (in Chinese language) in the Hong Kong Economics
Times, both on April 20, 2005;

6. The Company's circular regarding (1) proposed issue of unlisted convertible
preferred shares, (2) proposed issue of unlisted warrants and (3) proposed
amendment to the articles of association, dated April 20, 2005; and

7. The Company's announcement regarding proposed issue of unlisted
convertible preferred shares and unlisted warrants, dated March 30, 2005,
published (in English language) in The Standard and published (in Chinese
language) in the Hong Kong Economics Times, both on March 31, 2005.

The parts of the enclosed documents that are in Chinese substantially restate the
information appearing elsewhere in English.
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. We would appreciate your acknowledging receipt of the foregoing by stamping
and returning the enclosed copy of this letter. A self-addressed, stamped envelope is
enclosed for your convenience.

Very truly yours,

/%/\ﬂfl’\

Simon Luk
 Enclosures
cc:  Lenovo Group Limited

HADLANADR\19092\0001\7SEC.doc
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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, kes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any los fL oW
arising from or in reliance upon the whole or any part of the contents of this announcement.
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Lenovo Group Limited BB EBBRA

(Incorporated in Hong Kong with limited liability)
(Stock Code: 0992)

THE CLOSING OF THE SUBSCRIPTION OF UNLISTED CONVERTIBLE PREFERRED SHARES
AND UNLISTED WARRANTS

The Board is pleased to announce that all the conditions to the subscription of the Convertible
Preferred Shares and Warrants have been satisfied and the allotment and issue of the Convertible
Preferred Shares and Warrants to the Investors took place on 17 May 2005.

With effect from Closing, the following new appointments have been made to the Board:

(i) Mr James G. Coulter has been appointed as a Non-executive Director and Mr Justin T Chang has
been appointed as an alternate Director to Mr Coulter.

(ii) Mr Shan Weijian has been appointed as a Non-executive Director and Mr Ricky Wai Kei Lau has
been appointed as an alternate Director to Mr Shan.

(iii) Mr William Otto Grabe has been appointed as a Non-executive Director and Mr Vince Feng has
been appointed as an alternate Director to Mr Grabe.

BACKGROUND

Reference is made to the announcement of the Company dated 30 March 2005 (the “Announcement”) and
to the shareholders’ circular dated 20 April 2005 (the “Circular™) relating to the proposed issue of
unlisted Convertible Preferred Shares and unlisted Warrants. Unless the context requires otherwise, terms
defined in the Circular have the same meanings when used in this announcement.

CLOSING

On 30 March 2005, the Company announced that it has entered into the Investment Agreement with the
Investors pursuant to which the Investors have agreed to subscribe for, and the Company has agreed to
issue, 2,730,000 unlisted Convertible Preferred Shares at an issue price of HK$1,000 per share and
unlisted Warrants to subscribe for 237,417,474 Shares for an aggregate cash consideration of US$350
million. At the Extraordinary General Meeting held on 13 May 2005 Shareholders of the Company have
passed the resolutions approving the creation and issue of the Convertible Preferred Shares and the
Warrants, and the issue of the Warrants Shares and the Shares to be issued upon the conversion of the
Convertible Preferred Shares. All the conditions in respect of the subscription of the Convertible Preferred
Shares and the Warrants have been satisfied and Closing took place on 17 May 2005.




Pursuant to and in accordance with the Investment Agreement, the Investors gave notice to the Company
prior to Closing designating themselves and their affiliates whose names are set out in the table below to
be allotted such number of Convertible Preferred Shares and Warrants set opposite their respective names

in the table below.

At Closing, the Company, against full payment of the consideration, allotted and issued to the Investors
and their respective affiliates the following number of Convertible Preferred Shares and Warrants set

opposite their respective names:

Investor/affiliates

TPG III Acquisition Company LLC (Note 2)
T? IT Acquisition Company, LLC (Note 2)
TPG IV Acquisition Company, LLC (Note 2)
Subtotal for TPG (Note 3)

General Atlantic Partners (Bermuda), L.P.
General Atlantic Partners 81, L.P. (Note 4)
GAPSTAR, LLC

GAP Coinvestments 111, LLC

GAP Coinvestments IV, LLC

GAPCO GmbH & Co. KG

Subtotal for General Atlantic Group (Note 3)
Newbridge Asia Acquisition Company LLC
Subtotal for Newbridge Group (Note 3)
Total

Notes.

Number of Convertible
Preferred Shares

312,000
280,429

967,571

1,560,000

655,114
60,251
9,750
42,566
11,100

1,219

| 780,000
390,000
390,000

2,730,000

1. Assuming full conversion of the Convertible Preferred Shares,

Percentage of enlarged
issued share capital

of the Company

(Note 1)

1.12%
1.01%
3.47%

 5.60%

2.35%
0.22%
0.03%
0.15%
0.04%
0.00%

2.79%
1.40%

1.40%

9.80%

Number of Warrants

27,133,426
24,387,794

84,145,908

135,667,128

56,972,638
5,239,821
847,920
3,701,819
965,356

105,990
67,833,564
33,916,782
33,916,782

237,417,474

2. Each of TPG III Acquisition Company LLC, T* II Acquisition Company, LLC and TPG IV Acquisition Company, LLC
are limited liability companies wholly-owned by funds managed by TPG.



3. The total numbers of Convertible Preferred Shares and Warrants disclosed in the Circular to be issued to each of TPG,
General Atlantic Group and the Newbridge Group respectively are as follows:

Number of Convertible Preferred Shares Number of Warrants

TPG 1,560,000 135.667.128
General Atlantic Group 780,000 67,833,564
Newbridge Group 390,000 105,990
Total 2,730,000 237,417,474

4. The general partner of General Atlantic Partners 81, L.P. is General Atlantic LLC. General Atlantic LLC is also the sole
member of GAPSTAR, LLC. The general partner of General Atlantic Partners (Bermuda), L.P. is GAP (Bermuda)
Limited. The directors and senior executive officers of GAP (Bermuda) Limited are Managing Directors of General
Atlantic LLC. In addition, the Managing Members of GAP Coinvestments III, LLC and GAP Coinvestments 1V, LLC are
Managing Directors of General Atlantic LLC. Finally, the Managing Directors of General Atlantic LLC control the
voting and investment power of GAPCO GmbH & Co. KG and its general partner, GAPCO Management GmbH.

Whilst the Convertible Preferred Shares and the Warrants will not be listed on the Stock Exchange or any
other stock market, the Stock Exchange has, subject to certain conditions, granted the listing of and
permission to deal in the Shares to be issued upon the exercise of the Warrants and the conversion of the
Convertible Preferred Shares.

USE OF PROCEEDS

As disclosed in the announcement of the Company dated 4 May 2005 relating to the off-market repurchase
of Non-voting Shares, subject to having obtained all the necessary approvals, the Board intends to apply
the net proceeds from the issue of the Convertible Preferred Shares and the Warrants (which is
approximately US$347 million (approximately HK$2,707 million)) as to approximately US$152,221,909
(approximately HK$1,187,330,890) for the repurchase of 435,717,757 Non-voting Shares allotted and
issued to IBM as partial consideration for the acquisition by the Company of the personal computer
business of IBM. In the event that the proposed share repurchase does not complete, the Company will
make a further announcement with respect to the use of such proceeds. For further details relating to the
proposed share repurchase, please refer to the announcement of the Company dated 4 May 2005. The
Board intends to apply the balance of the net proceeds for general corporate purposes.



SHAREHOLDING STRUCTURE

Immediately following Closing, the shareholding structure of the Company was as follows:

Shareholding structure after the issue of Convertible Preferred Shares and as at the date of this announcement

Number and

class of shares

(Note 1)

Legend Holdings Limited 4,227.379,971 Shares
[BM {Note 3) 931,870,515 Shares,
§11,000,513 Non-voting Shares

TPG 1,560,000 Convertible
Preferred Shares

General Atlantic Group 780,000 Convertible
Preferred Shares

Newbridge Capital Group 390,000 Convertible
Preferred Shares

Directors 53,980,000 Shares
Public 3,197.768,137 Shares

Percentage of
enlarged

Percentage of
enlarged

Percentage of

enlarged

Percentage of ordinary share ordinary share ordinary share
enlarged capital including capital including capital including

ordinary share Non-voting Non-voting Non-voting

capital including Shares and Shares and Shares and

Percentage of  Percentage of Non-voting  assuming full  assuming full  assuming full
voting rights  voting rights Shares and  conversion of exercise of  conversion of
assuming no  assuming full assuming ~ Convertible ~ Warrants but  Convertible
exercise of exercise of no conversion of Preferred Shares  no conversion Preferred Shares
Warrants Warrants ~ Convertible but no exercise  of Convertible and full exercise
(approx.) (approx.) Preferred Shares  of Warrants Preferred Shares  of Warrants
(Note 2) (approx.) (approx.) (approx.) (approx.)
44.9% 404% 45.8% 41.4% 44.1% 404%

9.9% 16.7% 18.9% 17.0% 18.4% 16.7%

6.1% 0.5% 0% 5.6% 1.4% 6.8%

3.0% 30.6% 0% 2.8% 0.7% 3.4%

1.5% 6.8% 0% 14% 04% 1.7%

0.6% 3.4% 0.6% 0.5% 0.6% 0.5%

34.0% L7% 34.7% 31.3% 33.8% 30.5%

100% 100% 100% 100% 100% 100%




Notes:

1. Each Convertible Preferred Share may be voted on an “as if” converted basis. Holders of the Convertible Preferred
Shares will have the right to one vote for each whole Share into which a Convertible Preferred Share is convertible at the
close of business on the record day for any meeting of Shareholders at which such Convertible Preferred Shares will be
voted. Each Convertible Preferred Share is convertible into a number of Shares equal to the Stated Value of the
Convertible Preferred Shares of HK$1,000 each divided by HK$2.725, subject to certain anti-dilution adjustments as
summarised in the Circular.

2. As the Convertible Preferred Shares carry voting rights on an “as if” converted basis, these percentages would not
change even after the conversion of the Convertible Preferred Shares.

3. Upon the allotment and issue of the Convertible Preferred Shares, 110,635,946 Non-voting Shares held by IBM were
converted into an equal number of Shares so that IBM’s percentage holding of voting rights in the Company remained at
approximately 9.9%. Prior to the aforesaid conversion, IBM held 821,234,569 Shares and 921,636,459 Non-voting
Shares.

APPOINTMENT OF DIRECTORS

As disclosed in the Announcement and the Circular, pursuant to the terms of the Investment Agreement,
TPG and the General Atlantic Group are respectively entitled to designate two Directors and one Director
to the Board with effect from Closing. The Board is pleased to announce that Mr James G. Coulter and
Mr Shan Weijian, both nominated by TPG, and Mr William Otto Grabe, nominated by the General
Atlantic Group, have been appointed as Directors with effect from Closing.

Further, with effect from Closing, Mr Justin T Chang, Mr Ricky Wai Kei Lau and Mr Vince Feng have
been appointed as alternate Directors to Mr James G. Coulter, Mr Shan Weijian and Mr William Otto
Grabe respectively.

Mr James G. Coulter, age 45, has been appointed as a Non-executive Director with effect from Closing.
Mr Coulter is a founding partner of TPG. Prior to forming TPG, Mr Coulter was a Vice President of
Keystone Inc and a financial analyst with Lehman Brothers Kuhn Leob Inc. Mr Coulter serves on the
boards of directors of Seagate Technology Inc (NYSE listed) and Zhone Technologies Inc (NASDAQ
listed). Mr Coulter has not previously held any positions with the Company or any of its subsidiaries.
Other than as disclosed above, Mr Coulter did not hold any other directorship with any listed companies
in the last three years and has no relationship with any other Directors, senior management, substantial
shareholders or controlling shareholders of the Company. There is no service contract between Mr
Coulter and the Company. Mr Coulter was not appointed for a specific term, but is subject to retirement
by rotation and re-election at annual general meetings of the Company in accordance with the Articles of
Association. Mr Coulter will receive such director’s fee and other remuneration as the Board may determine
from time to time pursuant to the power given to it under the Articles of Association or otherwise granted
to the Board by the Shareholders. In determining the director’s fee and remuneration for Mr Coulter, the
Board will take into account the level or remuneration paid to a non-executive executive director of
comparable companies, time and responsibilities committed and assumed by Mr Coulter in attending to
the affairs of the Company and the recommendations given by the remuneration committee of the Board.
The Company will make an announcement when the director’s fee and remuneration of Mr Coulter is
fixed. According to the register maintained by the Company pursuant to section 352 of the Securities and
Futures Ordinance as at the date of this announcement, Mr Coulter did not hold any interests in the
shares of the Company within the meaning of Part XV of the Securities and Futures Ordinance.



Mr Shan Weijian, age 51, has been appointed as a Non-executive Director with effect from Closing. Mr.
Shan is Co-Managing Partner of Newbridge Capital, and serves on the boards of directors of BOC Hong
Kong (Holdings) Limited, China Unicom Limited, TCC International Holdings Limited (each of which is
listed on the Stock Exchange) and Baosteel Iron & Steel Company Limited (listed on the Shanghai Stock
Exchange). Mr Shan holds a PhD degree from the University of California Berkeley. Mr Shan has not
previously held any positions with the Company or any of its subsidiaries. Other than as disclosed above,
Mr Shan did not hold any other directorship with any listed companies in the last three years and has no
relationship’ with any other Directors, senior management, substantial shareholders or controlling
shareholders of the Company. There is no service contract between Mr Shan and the Company. Mr Shan
was not appointed for a specific term, but is subject to retirement by rotation and re-election at annual
general meetings of the Company in accordance with the Articles of Association. Mr Shan will receive
such director’s fee and other remuneration as the Board may determine from time to time pursuant to the
power given to it under the Articles of Association or otherwise granted to the Board by the Shareholders.
In determining the director’s fee and remuneration for Mr Shan, the Board will take into account the level
or remuneration paid to a non-executive executive director of comparable companies, time and
responsibilities committed and assumed by Mr Shan in attending to the affairs of the Company and the
recommendations given by the remuneration committee of the Board. The Company will make an
announcement when the director’s fee and remuneration of Mr Shan is fixed. According to the register
maintained by the Company pursuant to section 352 of the Securities and Futures Ordinance as at the
date of this announcement, Mr Shan did not hold any interests in the shares of the Company within the
meaning of Part XV of the Securities and Futures Ordinance.

Mr William Otto Grabe, age 67, has been appointed as a Non-executive Director with effect from
Closing. Mr Grabe is a Managing Director of General Atlantic LLC. Mr Grabe has been with the General
Atlantic Group since 1992. Prior to joining the General Atlantic Group, Mr Grabe was the Vice President
and Corporate Officer of IBM. Mr Grabe is currently a director of Bottomline Technologies Inc (NASDAQ
listed), Digital China Holdings Limited (listed on the Stock Exchange), Patni Computer Systems Limited
(listed on the Mumbai Stock Exchange), Gartner Inc (NYSE listed) and Compuware Corporation (NASDAQ
listed). Mr Grabe has not previously held any positions with the Company or any of its subsidiaries.
Other than as disclosed above and having previously served as a director of Exact Holding NV (Euronext
listed) and FirePond Inc (NASDAQ listed), Mr Grabe did not hold any other directorship with any listed
companies in the last three years and has no relationship with any other Directors, senior management,
substantial shareholders or controlling shareholders of the Company. There is no service contract between
Mr Grabe and the Company. Mr Grabe was not appointed for a specific term, but is subject to retirement
by rotation and re-election at annual general meetings of the Company in accordance with the Articles of
Association. Mr Grabe will receive such director’s fee and other remuneration as the Board may determine
from time to time pursuant to the power given to it under the Articles of Association or otherwise granted
to the Board by the Shareholders. In determining the director’s fee and remuneration of Mr Grabe, the
Board will take into account the level or remuneration paid to a non-executive director of comparable
companies, time and responsibilities committed and assumed by Mr Grabe in attending to the affairs of
the Company and the recommendations given by the remuneration committee of the Board. The Company
will make an announcement when the director’s fee and remuneration of Mr Grabe is fixed. According to
the register maintained by the Company pursuant to section 352 of the Securities and Futures Ordinance
as at the date of this announcement, Mr Grabe did not hold any interests in the shares of the Company
within the meaning of Part XV of the Securities and Futures Ordinance.



Mr Justin T Chang, age 38, has been appointed as an alternate Director to Mr James G. Coulter with
effect from Closing. Mr Chang is partner of TPG and co-heads the firm’s investment activities in technology
and related industries. Mr Chang received his MBA from Harvard Business School and his BA, cum
laude, in Economics and Political Science from Yale University. Mr Chang is also a director of ON
Semiconductor Corporation (NASDAQ listed). Mr Chang has not previously held any positions with the
Company or any of its subsidiaries. Other than as disclosed above, Mr Chang did not hold any other
directorship with any listed companies in the last three years and has no relationship with any other
Directors, senior management, substantial shareholders or controlling shareholders of the Company.
There is no service contract between Mr Chang and the Company and no terms have been fixed or
proposed for his length of service with the Company. Pursuant to the Articles of Association, Mr Chang
will cease to be an alternate Director if Mr James G. Coulter ceases for any reason to be a Director and is
not entitled to receive from the Company any fee in his capacity as alternate Director. According to the
register maintained by the Company pursuant to section 352 of the Securities and Futures Ordinance as at
the date of this announcement, Mr Chang did not hold any interests in the shares of the Company within
the meaning of Part XV of the Securities and Futures Ordinance.

Mr Ricky Wai Kei Lau, age 35, has been appointed as an alternate Director to Mr Shan Weijian with
effect from Closing. Mr Lau is a Director of Newbridge Capital Limited. Prior to joining the Newbridge
Capital Group in 1998, Mr Lau spent four years with Hopewell Holdings and was the manager of
Corporate and Project Finance where he was responsible for the negotiations and financing of a number
of a major infrastructure projects across Asia. Mr Lau received a BA from the University of British
Columbia in Canada. Mr Lau has not previously held any positions with the Company or any of its
subsidiaries. Save as other disclosed above, Mr Lau did not hold any other directorship with any listed
companies in the last three years and has no relationship with any other Directors, senior management,
substantial shareholders or controlling shareholders of the Company. There is no service contract between
Mr Lau and the Company and no terms have been fixed or proposed for his length of service with the
Company. Pursuant to the Articles of Association, Mr Lau will cease to be an alternate Director if Mr
Shan Weijian ceases for any reason to be a Director and is not entitled to receive from the Company any
fee in his capacity as alternate Director. According to the register maintained by the Company pursuant to
section 352 of the Securities and Futures Ordinance as at the date of this announcement, Mr Lau did not
hold any interests in the shares of the Company within the meaning of Part XV of the Securities and
Futures Ordinance.

Mr Vince Feng, age 32, has been appointed as an alternate Director to Mr William Otto Grabe with
effect from Closing. Mr Feng is a Managing Director of General Atlantic LLC. Mr Feng has overall
responsibility for the East Asia investment activities of General Atlantic LLC and has been with the
General Atlantic Group since 1998. Prior to working with the General Atlantic Group, Mr Feng worked at
Goldman Sachs (Asia) LLC. Mr Feng has not previously held any positions with the Company or any of
its subsidiaries. He is also a director of Data Systems Consulting Co Limited (listed on the Taiwan Stock
Exchange). Other than as disclosed above, Mr Feng did not hold any other directorship with any listed
companies in the last three years and has no relationship with any other Directors, senior management,
substantial shareholders or controlling shareholders of the Company. There is no service contract between
Mr Feng and the Company and no terms have been fixed or proposed for his length of service with the
Company. Pursuant to the Articles of Association, Mr Feng will cease to be an alternate director if Mr
William Otto Grabe ceases for any reason to be a Director and is not entitled to receive from the
Company any fee in his capacity as alternate Director. According to the register maintained by the
Company pursuant to section 352 of the Securities and Futures Ordinance as at the date of this
announcement, Mr Feng did not hold any interests in the shares of the Company within the meaning of
Part XV of the Securities and Futures Ordinance.



As at the date of this announcement, the Executive Directors are Mr Yang Yuanqging, Mr Stephen Maurice
Ward, Jr. and Ms Ma Xuezheng; the Non-executive Directors are Mr Liu Chuanzhi, Mr Zhu Linan, Mr
James G. Coulter, Mr Shan Weijian, Mr William Otto Grabe, Mr Justin T Chang (alternate Director to Mr
James G. Coulter) Mr Ricky Wai Kei Lau (alternate Director to Mr Shan Weijian) and Mr Vince Feng
(alternate Director to Mr William Otto Grabe); and Independent Non-executive Directors are Mr Wong
Wai Ming, Professor Woo Chia-Wei, and Mr Ting Lee Sen.

By order of the Board
Yang Yuanging
Chairman

Hong Kong, 17 May 2005

“Please also refer to the published version of this announcement in the South China Morning Post”
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arising from or in reliance upon the whole or any part of the contents of this announcement.
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PROPOSED ISSUE OF UNLISTED CONVERTIBLE PREFERRED SHARES
AND UNLISTED WARRANTS
AND
PROPOSED AMENDMENT TO THE ARTICLES OF ASSOCIATION

POLL RESULTS
OF THE EXTRAORDINARY GENERAL MEETING
HELD ON 13 MAY 200§

At the extraordinary general meeting of Lenovo Group Limited held today, all resolutions to approve,
inter alia, the issue of unlisted Convertible Preferred Shares and the unlisted Warrants, and the
amendment to the Articles of Association were duly passed.

Reference is made to the announcement of the Company dated 30 March 2005, the shareholders’ circular
of the Company (the “Circular”) and the notice (the “Notice”) of the Extraordinary General Meeting (the
“EGM”) of the Company both dated 20 April 2005 relating to the issue of unlisted Convertible Preferred
Shares, the issue of unlisted Warrants, and the amendment to the Articles of Association. Unless otherwise
defined herein, terms used in this announcement shall have the same meanings as defined in the Circular
and the Notice.



POLL RESULTS OF EGM

At the EGM held today, voting of the proposed resolutions as set out in the notice of the EGM and
contained in the Circular were taken on a poll. The Board is pleased to announce that at the EGM, all
such resolutions were duly passed by the Shareholders and the poll results are as follows:

No. of Votes (Approx. %)

Resolutions (abbreviated) For Against
1. Ordinary Resolution 4,601,148,558 45,716,898
(a) The increase of the authorised share capital of (99.02%) (0.98%)

the Company from HK$500,000,000 divided
into 20,000,000,000 shares of HK$0.025 each

to HK$527,525,000 divided into 20,000,000,000
ordinary shares of HK$0.025 each and 3,000,000
Series A Preferred Shares of nominal value
HK$9.175 each and stated value of HK$1,000
each; and

(b) authorising the Directors to create and grant
Warrants to subscribe for 237,417,474 new
Ordinary Shares and to allot and issue Ordinary
Shares to the holders of the Warrants, upon
exercise of the Warrants.

Special Resolution 4,601,148,558 45,716,898

(a) The issue of 2,730,000 Series A Preferred (99.02%) (0.98%)
Shares to the Investors; and

(b) the amendment to the Articles of Association,

Please refer to the Notice for full version of the above resolutions.

(1)

The total number of shares entitling the holder to attend and vote for or against all the resolutions at
the EGM: 7,478,662,108 Shares.

(2) The total number of shares entitling the holder to attend and vote only against the resolutions at the

(3)

EGM: 821,234,569 Shares. As disclosed in the announcement of the Company dated 4 May 2005,
IBM has entered into a conditional share repurchase agreement with the Company whereby, subject
to obtaining the independent shareholders’ approval, the Company has agreed to buy, and IBM has
agreed to sell, 435,717,757 Non-voting Shares (the “Excess Shares”) off-market at an aggregate
purchase price of US$152,221,909, representing HK$2.725 per Excess Share. The Company intends
to apply part of the proceeds from the issue of the Convertible Preferred Shares and Warrants to pay
for the proposed purchase of the Excess Shares. In view of the repurchase agreement, IBM has a
material interest in the Investment Agreement and was therefore required to abstain from voting in
favour of the resolutions proposed at the EGM. As at the date of the EGM, IBM was interested in
821,234,569 Shares (with voting rights) and 921,636,459 Non-voting Shares. IBM abstained from
voting on the resolutions at the EGM.

Abacus Share Registrars Limited, the share registrar of the Company, was appointed as scrutineer for
the purpose of the poll taken at the EGM.



TRADING ARRANGEMENT

Following the creation of the Convertible Preferred Shares, the capital of the Company is divided into
different classes of shares. In compliance with the requirements of the Companies Ordinance and paragraph
5(3) of Part B of Appendix 2 to the Listing Rules, share certificates issued on or after the date of the
EGM will contain a statement that the share capital of the Company is divided into different classes of
shares. All existing share certificates in issue which do not contain such a statement will continue to be
evidence of title to the shares of the Company and will continue to be valid for trading, settlement and
delivery for the same number of shares in the Company. There will be no special arrangement for free
exchange of the existing share certificates of the Company for new share certificates printed with the
inclusion of a statement that the Company’s share capital is divided into different classes of shares.

By order of the Board
Yang Yuangqing
Chairman

Hong Kong, 13 May 2005

As at the date of this announcement, the Board comprises three Executive Directors, namely Mr Yang
Yuanging, Mr Stephen Maurice Ward, Jr., and Ms Ma Xuezheng; two Non-Executive Directors, namely
Mr Liu Chuanzhi and Mr Zhu Linan; and three Independent Non-Executive Directors, namely Mr Wong
Wai Ming, Professor Woo Chia-Wei and Mr Ting Lee Sen.

“Please also refer to the published version of this announcement in The Standard” |
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The Stock Exchange of Hong Kong Limited and the Securities and Futures Commission take no responsibility for the contents of this
announcement, makes no representation as to its accuracy or complereness and expressly disclaim any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.
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PROPOSED OFF-MARKET REPURCHASE OF NON-VOTING\S‘
AND CONNECTED TRANSACTION

On | May 2005, the Company entered into a Repurchase Agreement with IBM pursuant to which IBM agreed to sé\T] and the
Company agreed to purchase the Excess Shares, representing 435,717,757 Excess Shares, which were issued to IBM as
partial consideration pursuant to the terms of the IBM Acquisition. The Excess Shares subject to the Repurchase Agreement
are Non-voting Shares and represent approximately 4.7% of the issued share capital of the Company as at the date of this
announcement and 47.3% of the issued Non-voting Share capital as at the date of this announcement. The total cash
consideration payable by the Company for repurchase of the Excess Shares is approximately US$152,221,909 (approximately
HK$1,187.330,888) which is equivalent to HK$2.725 per Excess Share,

Following the Closing of the Share Repurchase and the closing of the Investment Agreement, IBM and its associates will
have the following interest in the Company: 821,234,569 Shares and 485,918.702 Non-voting Shares representing 13.4% of
the total issued share capital (assuming the issue and full conversion of the Convertible Preferred Shares pursuant to the
Investment Agreement). Following the Closing of the Share Repurchase, the Excess Shares will be cancelled and the number
of Non-voting Shares in issue will be reduced from 921,636,459 to 485,918,702.

The Share Repurchase is conditional upon, amongst other things, (i) closing of the Investment Agreement; (ii) approval by
the Executive; and (iii) approval by at least three-fourths of the votes cast at the EGM on a poll by the Independent
Shareholders. IBM and its concert parties will abstain from voting at the EGM. Closing of the Share Repurchase is expected
to take place on the first business day after the Independent Shareholders approve the Share Repurchase at the EGM. The
Company, the Major Sharcholder and the Investors will approach the SFC to determine whether or not the Major Shareholder
and the Investors will be eligible to vote at the EGM.

Since the conditions precedent to the Repurchase Agreement may or may not be satisfied, the Repurchase Agreement may or
may not be completed and the Share Repurchase may or may not proceed. Shareholders and other investors are advised to
exercise caution in dealing in the Shares.

Following the Initial Closing, IBM is deemed to be a connected person of the Company by the Stock Exchange and
consequently the Share Repurchase constitutes a connected transaction under the Listing Rules and will be subject to the
approval of Independent Shareholders at the EGM.

An Independent Board Committee has been appointed to advise the Independent Shareholders in respect of the Share
Repurchase and N M Rothschild & Sons (Hong Kong) Limited has been appointed as the independent financial adviser to
advise the Independent Board Committee in respect of the Share Repurchase.

A circular containing, among other things, further details of the Share Repurchase and letters from the independent financial
adviser and the Independent Board Committee, together with a notice convening the EGM to approve the Share Repurchase,
will be dispatched to Sharcholders within 21 days of the date of this announcement.

On the application of the Company, trading in the Shares was suspended from 9:30 a.m. on 3 May 2005 pending the release
of this announcement. The Company has applied for resumption of trading in the Shares with effect from 9:30 a.m. on 5 May
200s.

THE REPURCHASE AGREEMENT

Parties:

Date:

Excess Shares:

Consideration:

Conditions:

the Company and IBM

I May 2005

435,717,757 Non-voting Shares, representing approximately 4.7% of the issued share capital of the
Company as at the date of this announcement and 47.3% of the issued Non-voting Shares as at the

date of this announcement. Following the Share Repurchase IBM will not hold any Excess Shares.

approximately US$152,221,909 (approximately HK$1,187,330,888) representing HK$2.725 per
Excess Share.

the Repurchase Agreement is conditional upon, amongst other things:
(i) the closing of the Investment Agreement;
(i1) the approval by the Executive of the Share Repurchase; and

(iii)  the approval of the Share Repurchase by at least three-fourths of the votes cast at the EGM
on a poll by Independent Shareholders.

The conditions cannot be waived.



Completion: the Closing of the Share Repurchase shall take place on the first business day after the fulfilment
of all the conditions of the Repurchase Agreement or any other day as may be agreed by the parties
thereto (unless terminated earlier in accordance with the Repurchase Agreement).

Costs: All costs and expenses incurred in connection with the Repurchase Agreement and the transactions
contemplated therein shall be paid by the party incurring such costs and expenses, save that all
stamp duty in respect of the Share Repurchase will be borne by the Company.

SHARE REPURCHASE PRICE

The Share Repurchase Price was determined after arm’s length negotiations between the Company and IBM. The Share Repurchase
Price represents:

(i) a premium of 1.87% to the Issue Price of the Excess Shares of HK$2.675;

(ii) a premium of 1.87% to the closing price of the Shares of HK$2.675 as quoted on the Stock Exchange on 3 December
2004’ being the last day of trading in Shares on the Stock Exchange before release of the first announcement in relation
to the IBM Acquisition;

(iii)  a premium of 12.37% to the closing price of the Shares of HK$2.425 as quoted on the Stock Exchange on 29 April 20085,
being the last day of trading in Shares on the Stock Exchange before signing of the Repurchase Agreement;

(iv)  apremium of 12.37% to the closing price of the Shares of HK$2.425 as quoted on the Stock Exchange on 29 April 2005
being the last day of trading in Shares on the Stock Exchange before release of this announcement;

(v) a premium of 12.93% to the 10-day average closing price of the Shares as quoted on the Stock Exchange up to and
including 29 April 2005 of HK$2.413; and

(vi)  a premium of 12.79% to the 6-month daily average closing price of the Shares as quoted on the Stock Exchange since 1
November 2004 up to and including 29 April 2005 of HK$2.416.

Based on the latest audited consolidated accounts of the Company as at 31 March 2004, the net book asset value was US$575.48
million (equivalent to approximately US$0.077 (HK$0.60) per Share based on 7,475,594,108 Shares in issue as at 31 March
2004). The Share Repurchase Price represents a premium of approximately 354.17% to the net book asset value per Share. Based
on the unaudited consolidated accounts of the Company as at 31 December 2004, the net book asset value was US$646.69
million (equivalent to approximately US$0.086 (HK$0.67) per Share based on 7,474,152,108 Shares in issue as at 31 December
2004). The Share Repurchase Price represents a premium of approximately 306.72% to the net book asset value per Share.

For the years ended 31 March 2003 and 31 March 2004, the audited consolidated profits of the Company before taxation and
minority interests was approximately US$131.88 million (HK$1,028.65 million) (2003) and US$127.54 million (HK$994.85
million) (2004) respectively. For the same period, the audited consolidated profits of the Company after tax and minority
interests was approximately US$130.40 million (HK$1,017.15 million) (2003) and US$134.99 million (HK$1,052.89 million)
(2004), respectively. For the nine months ended 31 December 2004, the unaudited consolidated profits of the Company before
taxation and minority interests was approximately US$124.63 million (HK$972.11 million) and the unaudited consolidated
profits of the Company after tax and minority interests was approximately US$122.32 million (HK$954.12 million).

IBM ACQUISITION

On 7 December 2004, the Company and IBM entered into the Asset Purchase Agreement. The consideration to be paid by the
Company is US$1.25 billion (approximately HK$9.75 billion). subject to certain adjustments (details of which are set out in the
IBM Circular). At the Initial Closing on 30 April 2005, the Company paid cash consideration of US$650 million (which includes
the goodwill deposit paid on 8 December 2004 and interest accrued thercon) (approximately HK$5.07 billion) and issued
821,234,569 new Shares and 921,636,459 new Non-voting Shares credited as fully paid, in each case, to IBM at the Issue Price
(HK$2.675 per Share and Non-voting Share).

Following Initial Closing of the IBM Acquisition on 30 April 2005, IBM holds approximately 9.9% (comprising voting Shares
only) of the total enlarged issued share capital and approximately 18.9% (comprising voting Shares and Non-voting Shares) of
the total enlarged issued share capital. in cach case, of the Company immediately following the Initial Closing. Notwithstanding
this. the Stock Exchange has deemed IBM as a connected person of the Company upon the Initial Closing under the Listing
Rules.

The entering into of the Asset Purchase Agreement and the allotment and issue of the Consideration Shares to IBM was approved
by the Sharcholders at the extraordinary general mecting of the Company held on 27 January 20035.

As stated in the announcement of the Company dated 30 April 2005 and the IBM Circular, with respect to the remaining assets
which have not been transferred to the Company as of the Initial Closing, they will be transferred from time to time in one or
more subsequent closings to be agreed between the Company and IBM. The Company will make a further announcement when
the final subsequent closing takes place and further announcements in respect of other subsequent closings, if appropriate. For
further information on the Initial Closing, please refer to the announcement of the Company dated 30 April 2005.

! The Non-voting Shares are not listed on the Stock Exchange and therefore there is no specific market price information. The Non-

voting Shares are convertible into Shares on a one-for-one basis and accordingly the trading price of Shares on the Stock Exchange
is utilised for illustrative purposes.



COMPANY AGREEMENT

Pursuant to the Company Agreement, the Company has agreed to use its reasonable best efforts to arrange for the sale of the
Excess Shares to one or more third parties or to undertake, subject to applicable laws and regulations, to repurchase the Excess
Shares at a price per Excess Share not less than the higher of (i) the then prevailing market price per Share, and (ii) the Issue
Price. The Company and IBM entered into an agreement entitled Amendment, Waiver and Agreement on 30 March 2005 (the
“First Amendment Agreement”) whereby it was agreed that if the closing of the Investment Agreement did not occur concurrently
with the Initial Closing. the prior approval of the Company’s Shareholders for a repurchase of the Excess Shares would be
required prior to the closing of the Investment Agreement.

On 29 April 2005, the Company and IBM entered into the Company Agreement Amendment No. 2 (the “Second Amendment
Agreement”) whereby IBM consented to the closing of the Investment Agreement without the requirement for the Company’s
Shareholders to first approve the Share Repurchase, thereby facilitating the Company’s early closing of the Investment Agreement,
In consideration, the Company agrees to the following: (i) the Company shall enter into the Repurchase Agreement; (ii) the
Company shall use its reasonable best efforts to procure that the sale and purchase of the Excess Shares from 1BM to the
Company is approved by at least three-fourths of the votes cast by the Independent Shareholders of the Company on a poll in
accordance with the applicable laws and regulations; (iii) if the Company fails to complete the Repurchase Agreement during the
six-month period immediately following the Initial Closing of the IBM Acquisition, 435,717,757 voting Shares will be deemed,
for the purposes of the Company Agreement, to be the Excess Shares in substitution for the 435,717,757 Non-voting Shares; and
(iv) the Company shall use its reasonable best efforts to do all things necessary to obtain, prior to the closing of the Investment
Agreement, written confirmation from the Executive and the Stock Exchange that the Investors and the Major Shareholder are
cligible to vote in favour of the resolution of the Shareholders of the Company to approve the Repurchase Agreement and the
transactions contemplated thereby and to maintain such confirmation during the term of the Repurchase Agreement.

Further details of the Company Agreement are contained in the IBM Circular. Further details of the First Amendment Agreement
and the Second Amendment Agreement will be included in the circular setting out details the Share Repurchase.

INVESTMENT AGREEMENT

On 30 March 2005. the Company entered into the Investment Agreement with the Investors pursuant to which the Investors
agreed Lo subscribe for, and the Company has agreed to issue, 2.730.000 vnlisted Convertible Preferred Shares and unlisted
Warrants to subscribe for 237,417,474 Shares for an aggregate cash consideration of US$350 million (approximately HK$2,730
million). The Company is not aware of IBM’s voting intention with respect to the extraordinary general meeting to be held to
consider and, if thought fit, approve the terms of the Investment Agreement as set out in the Investment Circular, although IBM
consented to the closing of the Investment Agreement on 29 April 2005 as set out in the Second Amendment Agreement.

A circular containing details of the terms of the Investment Agreement (“Investment Circular”), the Convertible Preferred
Shares, the Warrants and the proposed amendments to the articles of association of the Company, together with the notice of the
extraordinary general meeting of the Company to be held on 13 May 2005 and the form of proxy, was distributed to the
Shareholders on 20 April 2005. It is expected that the closing of the Investment Agreement will occur shortly after approval is
obtained from the Company's Shareholders at the extraordinary general meeting of the Company to be held to consider and, if
thought fit. approve the terms of the Investment Agreement.

MAJOR SHAREHOLDER VOTING UNDERTAKING

On 30 April 2005. the Major Shareholder and 1BM entered into a voting undertaking agreement pursuant to which the Major
Shareholder has. subject to any applicable laws or regulations. the Listing Rules and the requirement and decisions of any
applicable authority, undertaken and agreed with IBM to vote (or procure to be voted) in favour of the resolutions proposed at
any general meeling of shareholders of the Company (o, inter alia, approve all agreements and other arrangements entered into
by IBM and the Company or either of their respective subsidiaries or affiliates as of the Initial Closing and to refresh the
connected transaction approvals granted in respect of some or all of such transactions. The agreement includes an undertaking to
vote in favour of any shareholder resolution that authorises the Company to repurchase any of the Excess Shares.

INVESTOR VOTING UNDERTAKINGS

Following completion of the Investment Agreement, the Investors will become the registered and/or beneficial owners of the
Convertible Preferred Shares and the Warrants. The Investors entered into various investor voting undertakings with IBM on 29
April 2005 pursuant to which the Investors covenanted and agreed to vote in favour of the Repurchase Agreement at any general
meeting of the Shareholders of the Company subject to any applicable laws or regulations. the Listing Rules and the requirements
and decisions of any regulatory authority or governmental authority. The entry into the voting undertakings was a condition
precedent the Second Amendment Agreement pursuant to which IBM consented to the closing of the Investment Agreement as
set out above, The Investors are not parties to the Second Amendment Agreement.

REASONS FOR THE SHARE REPURCHASE

The Board considers that IBM having consented to the closing of the Investment Agreement prior to the Company having
obtained Shareholders’ approval for the Share Repurchase provides the Company with certainty with respect to its fund raising
activities and with respect to its working capital requirements,

In consideration for IBM’s consent and after arm’s length negotiations between the Company and IBM, the Company has agreed
to a repurchase price of the Excess Shares of HK$2.725. The Share Repurchase Price is equivalent to the conversion price of the
Convertible Preferred Shares into Shares and represents a premium of HK$0.05 to the Issue Price of the Excess Shares. The
Company considers that the conversion price of the Convertible Preferred Shares into Shares provides a useful benchmark for
determining the boundaries of the Share Repurchase Price. Furthermore, the Company considers that as the Share Repurchase
Price is equivalent to the conversion price of the Convertible Preferred Shares and that the agreement with IBM permits the
timely closing of the Investment Agreement, the Repurchase Agreement’s terms and conditions are in the best interests of the
Company and the Sharcholders as a whole.



The Board also considers that the Repurchase Agreement reduces the dilution effect (on an earnings per share basis) resulting
from the closings of the Investment Agreement and the Initial Closing.

In addition, the Company views the investment in the Company by the Investors as being of strategic benefit to the Company
from both a financial and operational perspective.

In view of the above, the Board believes that the Share Repurchase is in the interests of the Company and the Shareholders as a
whole.

SHAREHOLDING STRUCTURE
Based on the information available to the Directors as at 3 May 2005 (being the latest practicable date for ascertaining certain
information contained in this announcement), set out below are the shareholding structures of the Company as at that date and

upon Closing of the Share Repurchase.

Shareholding Structure after the issue of Convertible Preferred Shares and after the Initial Closing of the IBM Acquisition
but before the Closing of Share Repurchase

After the issue of Convertible Preferred Shares and after the Initial Closing of

As at 3 May 2005 the IBM Acquisition but before the Closing of Share Repurchase
Percentage of Percentage of
enlarged enlarged
Percentage of ordinary share ordinary share

voting rights  capital including  capital including
assuming no  Non-voting Shares  Non-veting Shares

conversion of and assuming and assuming

Percentage of the Non-voting no conversion of  full conversion of

total issued Shares Convertible Convertible

Number and  share capital Number and held by IBM  Preferred Shares  Preferred Shares

class of shares (approx.) class of shares (approx.) (approx.) (approx.)

Legend Holdings Limited 4,227,699,971 Shares 459% 4,227,699,971 Shares 45.5% 45.9% 41.4%

[BM 821,234,569 Shares 18.9% 821,234,569 Shares, 8.8% 18.9% 17.0%
and 921,636,459 921,636,459
Non-voting Shares Non-voting Shares

TPG - ~ 1,560,000 Convertible 6.2% 0% 5.6%
Preferred Shares

General Atlantic Group - - 780,000 Convertible 3.1% 0% 2.8%
Preferred Shares

Newbridge Capital Group - - 390,000 Convertible 1.5% 0% 1.4%
Preferred Shares

Directors 53,980,000 Shares 0.6% 53,980,000 Shares 0.6% 0.6% 0.5%

Public 3.195,764,137 Shares 34.6% 3,195,764,137 Shares 343% 34.6% 31.3%

100.0% 100% 100% 100%




Shareholding Structure after the issue of Convertible Preferred Shares and the Closing of the Share Repurchase

As at 3 May 2005

Percentage of

After the issue of Convertible Preferred Shares and the Closing of
the Share Repurchase

Number of
voling

Shares assuming
full conversion
of Convertible
Preferred
Shares and no
conversion of

the Non-voting

Percentage

of enlarged

ordinary share

Percentage of capital including

voting rights
assuming no
conversion of

Non-voting

Shares

and assuming
no conversion

Percenfage

of enlarged
ordinary share
capital including

Non

-voting

Shares

and assuming
full conversion

total issued the Non-voting Shares  of Convertible  of Convertible
Number and  share capital Number and Shares held by 1BM Preferred Shares Preferred Shares
class of shares (approx.) class of shares  held by IBM (approx.) (approx.) (approx.)
Legend Holdings Limited 4,227,699,971 Shares 459% 4227699971 Shares  4,227,699,971 45.5% 48.1% 43.2%
1BM 821,234,569 Shares 189%  1,307,153,271 Shares 821,234,569 8.8% 14.9% 13.4%
and 921,636,459 (i.e. 821,234,569
Non-voting Shares Shares, 485,918,702
Non-voting Shares)
TPG - - 1.560,000 Convertible 572,477,064 6.2% 0% 5.8%
Preferred Shares
General Atlantic Group - - 780,000 Convertible 286,238,532 31% 0% 2.9%
Preferred Shares
Newbridge Capital Group - - 390,000 Convertible 143,119,266 1.5% 0% 1.5%
Preferred Shares
Directors 53,980,000 Shares 0.6% 53,980,000 Shares §3,980.000 0.6% 0.6% 0.6%
Public 3.195,764,137 Shares 34.6%  3,195,764,137 Shares  3,195,764,137 34.3% 36.4% 32.6%
100.0% 9,300,513,539 100% 100% 100%
As at 3 May 2005
Percentage of total issued share capital
Legend
Holdings Directors Public IBM
Limited
45.9% 0.6% 34.6% 18.9%
the Company
Immediately upon the full conversion of the Convertible Preferred Shares
(after closing of the Share Repurchase) assuming no exercise of Warrants
Legend General Newbridge . )
Holdings IBM TPG Atlantic Group | | Capital Group Directors Public
Limited
43.2% 13.4% 5.8% 2.9% 1.5% 0.6% 32.6%
the Company




Immediately upon the full conversion of the Convertible Preferred Shares
(after closing of the Share Repurchase) and full exercise of Warrants

Legend General Newbridge
Holdings IBM TPG Atlantic Group | | Capital Gr%up Directors Public
Limited
42.2% 13.0% 7.1% 3.5% 1.8% 0.5% 31.9%
the Company

SOURCE OF FUNDING

The funds required for the Share Repurchase, of approximately US$152,221,909 (approximately HK$1,187.330,888), will be
financed out of the proceeds of US$350,000,000 (approximately HK$2,730,000,000) from the issue of the Convertible Preferred
Shares and the Warrants to the Investors pursuant to the Investment Agreement. Closing of the Share Repurchase is conditional,
among other things, upon closing of the Investment Agreement. As the Initial Closing occurred prior to the closing of the
[nvestment Agreement, the Company will use a portion of the proceeds raised pursuant to the Investment Agreement to fund the
repurchase of the Excess Shares issued to IBM in lieu of cash consideration. The Company believes that the financing of the
Share Repurchase will not have any adverse impact on the financial position of the Company.

INFORMATION ON THE COMPANY

The principal activity of the Company is investment holding. Since the closing of IBM Acquisition, the principal activity of the
Group is provision of desktop and notebook computers in worldwide markets. The Group also provides information technology
products including mobile handsets, servers, peripherals and digital entertainment products in the PRC.

The terms of the Share Repurchase were negotiated at arm’s length between the Company and IBM. The Directors consider that
the Share Repurchase is in the best interests of the Company.

INFORMATION ON IBM

IBM is the largest supplier of “hardware”, “software” and information technology services, and pioneered the development and
implementation of “e-business” solutions. Over the past decade, IBM has been a leader in the information technology market's
shift of focus from selling hardware, software, and services, to the creation of solutions to clients’ business problems. The
common stock of IBM is listed on the New York, Chicago and Pacific stock exchanges and on other exchanges in the USA and
around the world.

SHARES REPURCHASE CODE IMPLICATIONS

Pursuant to Rule 2 of the Share Repurchase Code. the Share Repurchase must be approved by the Executive. The Share
Repurchase is also conditional upon the approval by at least three-fourths of the votes cast on a poll by disinterested shareholders
present in person or by proxy at the EGM. In accordance with the Share Repurchase Code, IBM and its concert parties are
reguired to abstain from voting in respect of the Share Repurchase. All disinterested shareholders within the meaning of the
Share Repurchase Code are eligible to vote. The Company. the Major Sharcholder and the Investors will approach the SFC to
determine whether or not the Major Shareholder and the Investors will be eligible to vote at the EGM.

GENERAL

Following the Initial Closing, the Share Repurchase also constitutes a connected transaction and shall be conditional upon
approval by the Independent Shareholders at the EGM under the Listing Rules. The Company, the Major Shareholder and the
Investors will approach the Stock Exchange to determine whether or not the Major Shareholder and the Investors will be cligible
to vote at the EGM.

A committee of independent non-¢xecutive Directors of the Company has been appointed to advise the Independent Shareholders
and N M Rothschild & Sons (Hong Kong) Limited has been appointed as the independent financial adviser to advise the
Independent Sharcholders and the Independent Board Committee formed for the purpose of advising the Independent Shareholders
of the Share Repurchase.

A circular containing further details of the terms of the Share Repurchase and lerters from the independent financial adviser and
the Independent Board Committee, together with the notice of the EGM and the form of proxy, will be distributed to the
Shareholders as soon as possible.

IBM and such other shareholders that are deemed by the SFC or the Stock Exchange to be interested in the Share Repurchase and
their respective concert parties and associates will abstain from voting at the EGM on the resolutions to approve the Share
Repurchase.

RESPONSIBILITY STATEMENT

The Directors jointly and severally accept full responsibility for the accuracy of the information contained in this announcement
and confirm, having made all reasonable inquiries, that to the best of their knowledge, opinions expressed in this announcement
have been arrived at after due and careful consideration and that there are no other facts not contained in this announcement. the
omission of which would make any statement in the announcement misleading.



RESUMPTION OF TRADING

On the application of the Company, trading in the Shares was suspended from 9:30 a.m. on 3 May 2005 pending the release of
this announcement. The Company has applied for resumption of trading in the Shares with effect from 9:30 a.m. on 5 May 2005.

DEFINITIONS

In this announcement, unless the context requires otherwise, the following terms have the meanings as set out below:

“Asset Purchase Agreement”

“associates”
“Board”
“Closing”

“Company”

“Company Agrcement”

“Consideration Shares”

“Convertible Preferred Shares”

“Directors”

“Executive”

“Excess Shares”

“Extraordinary General Meeting” or “EGM”

“General Atlantic Group”

“Group™
&&HK$H

“Hong Kong”

“IBM”

“IBM Acquisition”

“IBM Circular”

“Independent Board Committee”

“Independent Shareholders”

“Initial Closing”

“Investment Agreement”

the agreement dated 7 December 2004 entered into between the Company and
IBM in relation to the IBM Acquisition

has the meaning ascribed to it under the Listing Rules
the board of Directors of the Company
closing of the Repurchase Agreement in accordance with its terms

Lenove Group Limited, a company incorporated on 5 October 1993 with limited
liability under the laws of Hong Kong, the Shares of which are listed on the
main board of the Stock Exchange

the company agreement entered into between the Company and IBM on 7
December 2004 which became effective on the Initial Closing, details of which
are set out in the section entitled “Company Agreement” in this announcement

821,234,569 new Shares and 921,636,459 new Non-voting Shares allotted and
issued by the Company to IBM to satisfy part of the consideration under the
Asset Purchase Agreement

Series A cumulative convertible preferred shares of nominal value HK$9.175
cach and stated value of HK$1,000 in the share capital of the Company

the directors of the Company

the Executive Director of the Corporate Finance Division of the SFC or any
delegate of the Executive Director

435,717,757 of the non-voting Consideration Shares issued to IBM to satisfy
part of the consideration for the IBM Acquisition

the extraordinary general meeting of the Company to be held for the purposes
of considering and, if thought fit, approving, among other things, the Share
Repurchase

collectively, General Atlantic Partners (Bermuda), L.P., GAPSTAR, LLC, GAP
Coinvestments 111, LLC, GAP Coinvestments IV, LLC and GAPCO GmbH &
Co. KG and affiliates that are under common control with such entities

the Company and its subsidiaries
Hong Kong Dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the People’s Republic of
China

International Business Machines Corporation

the Group’s acquisition of IBM's global desktop computer and notebook
computer business, details of which are contained in the IBM Circular

the circular of the Company in relation to the IBM Acquisition dated 31
December 2004

the independent committee of the board of directors of the Company appointed
to advise the Independent Shareholders

shareholders who do not have any material interest in the Share Repurchase.
being shareholders other than IBM and such other shareholders that are deemed
by the SFC or the Stock Exchange to be interested in the Share Repurchase and
their respective concert parties and associates

initial closing of the IBM Acquisition on 30 April 2005 in accordance with the
terms of the Asset Purchase Agreement

the investment agreement entered into between the Company and the Investors
dated 30 March 2005 in relation to the issue of the Convertible Preferred Shares
and the Warrants



“Investment Agreement Closing Date™

“Investors”

“Issue Price”
“Listing Rules”

“Major Shareholder”

“Newbridge Capital Group”

“Non-voting Shares”

“Repurchase Agreecment”

“SFC™

“Shares”

“Share Repurchase”

”

“Share Repurchase Code
“Share Repurchase Price™
“Shareholders”

“Stock Exchange”

“TPG”

“Uss”

“Warrants”

the date on which closing of the Investment Agreement takes place in accordance
with its terms

TPG IV Acquisition Company LLC, General Atlantic Partners (Bermuda), L.P..
GAPSTAR, LLC. GAP Coinvestments III, LLC, GAP Coinvestments 1V, LLC,
GAPCO GmbH & Co. KG and Newbridge Asia Acquisition Company LLC; and
the term “Investor” shall mean any one of them

the price of HK$2.675 per Share and Non-voting Share
the Rules Governing the Listing of Securities on the Stock Exchange

Legend Holdings Limited, the controlling shareholder of the Company holding
approximately 45.9% of all the Shares in issue as at the date hereof

collectively Newbridge Asia Acquisition Company LLC and affiliates that are
under common control with such entity

ordinary unlisted shares of par value HK$0.025 each in the share capital of the
Company, which have the same rights as the Shares save that the Non-voting
Shares shall not carry any voting rights until they are converted into Shares

the agreement dated | May 2005 entered into between the Company and IBM in
relation to the Share Repurchase

the Securities and Futures Commission

ordinary shares of nominal value of HK$0.025 each in the share capital of the
Company

the purchase of 435,717,757 Excess Shares, constituting Non-voting Shares. by
the Company from IBM pursuant to the Repurchase Agreement

the Hong Kong Code on Share Repurchases

HK$2.725 per Excess Share

holders of the Shares and Convertible Preferred Shares (if any)
The Stock Exchange of Hong Kong Limited

collectively TPG IV Acquisition Company LLC and affiliates that are under
common control with such entity

United States Dollars, the lawful currency of the United States of America

237,417,474 unlisted warrants to be issued by the Company entitling the holders
of the Warrants to subscribe for the same number of new Shares to be issued
upon the exercise of the subscription rights attaching to the Warrants at the
price of HK$2.725 per Share (subject to certain anti-dilution adjustments) at
any time from the Investment Agrecement Closing Date up to the fifth anniversary
of the Investment Agreement Closing Date (both dates inclusive)

This announcement contains translation between HK$ and US$ at HK$7.80 = US$1.00. The translation shall not be taken as representation
that the HK$ amount could actually be converted into USS$ at that rate, or at all.

As of the date of this announcement, the Executive Directors are Mr Yang Yuanqging, Mr Stephen Maurice Ward Jr. and Ms Ma
Xuezheng, the Non-executive Directors are Mr Liu Chuanzhi and Mr Zhu Linan; and the Independent Non-executive Directors
are Mr Wong Wai Ming, Professor Woo Chia-Wei, and Mr Ting Lee Sen.

Hong Kong, 4 May 2005

By Order of the Board
Yang Yuanqing
Chatrman

“Please also refer to the published version of this announcement in The Standard”
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(Incorporated in Hong Kong with limited liabiliry )

(Stock Code: 992)

THE INITIAL CLOSING OF THE VERY SUBSTANTIAL ACQUISITION
RELATING TO
THE PERSONAL COMPUTER BUSINESS OF IBM

AND
CHANGES OF DIRECTORATES AND CHIEF EXECUTIVE OFFICER

The Board is pleased to announce that the Initial Closing of the acquisition of the personal computer
business of IBM took place on 30 April 2005 (Eastern Daylight Time).

With effect from the Initial Closing, the Board has the following changes:

(i) Mr Liu Chuanzhi has ceased to be the Chairman of the Board and has been re-designated as a
non-executive Director.

(ii) Mr Yang Yuanging, an executive Director and the preceding Chief Executive Officer of the
Company, has been appointed as the Chairman of the Board to replace Mr Liu.

(iii) Mr Stephen Maurice Ward, Jr. has been appointed as an executive Director.

(iv) Mr Zhu Linan has been appointed as a non-executive Director.

(v) Mr Zeng Maochao has resigned as a non-executive Director.

The Board also announces that following the appointment of Mr Yang Yuanging as the Chairman of
the Board, Mr Yang resigned from the position of the Chief Executive Officer of the Company and Mr
Stephen Maurice Ward, Jr. has been appointed as the new Chief Executive Officer of the Company

with effect from the Initial Closing to replace Mr Yang.

With effect from the Initial Closing, IBM has nominated Mr Robert W Moffat, Jr. and Mr Henry WK
Chow to sit on the Board as observers.

BACKGROUND

Reference is made to the announcements made by the Company dated 8, 10 and 28 December 2004 (the
“Announcements”) and to the shareholders’ circular dated 31 December 2004 (the “Circular™) relating to
the very substantial acquisition by the Company of the personal computer business of IBM. Unless the
context requires otherwise, terms defined in the Announcements and the Circular have the same meanings
when used in this announcement.



SATISFACTION OF CONDITIONS PRECEDENT

The Board is pleased to announce that all the Conditions Precedent in respect of the Initial Closing of the
acquisition by the Company of the personal computer business of IBM have been satisfied and that the
Initial Closing took place on 30 April 2005 (Eastern Daylight Time).

PAYMENT OF CASH CONSIDERATION AND ALLOTMENT AND ISSUE OF CONSIDERATION
SHARES TO IBM

On 8 December 2004, the Company paid US$25 million cash as Goodwill Deposit to IBM. Interest in an
amount of US$252,493 had been accrued on the Goodwill Deposit up to the Initial Closing. The Goodwill
Deposit together with the interest accrued thereon were kept by IBM and have been used to set off
against the Cash Consideration payable by the Company to 1BM at Initial Closing.

Pursuant to the terms of the Asset Purchase Agreement, at Initial Closing, the Company (i) paid
US$624,747,507 in cash to IBM as settlement of the Cash Consideration (after deducting US$25,252,493
representing the Goodwill Deposit and the interest accrued thereon) and (ii) allotted and issued to IBM
821,234,569 Shares and 921,636,459 Non-voting Shares credited as fully paid up at the Issue Price of
HK$2.675 per share. Immediately following the Initial Closing, IBM held approximately 18.9% of the
total issued share capital of the Company (including Shares and Non-voting Shares) and approximately
9.9% of the total voting rights of the Company. Pursuant to the Listing Rules, IBM has been deemed to
be a connected person of the Company by the Stock Exchange following the Initial Closing.

UNDERTAKINGS

In the Company Agreement and as disclosed in the Circular, IBM has undertaken not to, without the prior
written consent of the Board, transfer any of the Excess Shares for a period of six months following the
date of the Initial Closing or transfer any of the Base Consideration Shares for a period of up to three
years following the date of the Initial Closing, except to the extent permitted by the Company Agreement.
IBM may transfer up to such percentage of the Base Consideration Shares equal to the greater of:

(a) the percentage determined by dividing the number of Shares disposed of by the Major Shareholder
during the period between 27 January 2005 (the date on which the Extraordinary General Meeting
approving, among others, the Asset Acquisition was held) and up to the date of the relevant transfer
by the total number of Shares held by the Major Shareholder on 27 January 2005; and

(b) the following applicable percentage or fraction of the Base Consideration Shares as at the relevant

time:

Period Percentage/fraction
Until the first anniversary of the Initial Closing - 0%
From the day after the first anniversary of the Initial Closing One-third (1/3)
From the day after the second anniversary of the Initial Closing Two-thirds (2/3)
After the third anniversary of the Initial Closing 100%

The above transfer restrictions do not apply to a transfer by IBM of the Consideration Shares to any of its
affiliates or a transfer of such number of the Consideration Shares necessary to enable IBM to qualify for
the cost method of accounting under US GAAP with respect to its holding of the Consideration Shares.



Among the Consideration Shares, 435,717,757 Consideration Shares represent the Excess Shares which
IBM took up as part of the consideration for the Asset Acquisition. The Company is currently in active
discussions with IBM in relation to a possible repurchase of the Excess Shares from IBM following the
Initial Closing. So far, no definitive agreement has been reached and the repurchase may or may not
proceed. The Company will ensure that the repurchase, if proceeded, will be carried out in compliance
with the Listing Rules and all applicable rules and regulations and that all applicable consents and
approvals will be obtained from the relevant authorities. Should the Company and IBM reach an agreement
for such repurchase, the Company will issue a further announcement in respect of such repurchase.

ADJUSTMENT TO CONSIDERATION

Pursuant to the terms of the Asset Purchase Agreement and as stated in the Circular, the total amount of
the consideration will be adjusted by subtracting the target net working capital from the actual net
working capital. The target net working capital will be determined based on the historical patterns of the
relationship between (a) accounts receivable, inventory and accounts payable, and (b) revenue, in each
case, of the Business. It is not possible to determine the target net working capital at this stage. If the
adjustment amount is less than zero by an amount in excess of US$25 million, IBM will pay the
Company an amount equal to the adjustment amount minus US$15 million. If the adjustment amount is
greater than zero by an amount in excess of US$25 million, the Company will pay IBM an amount equal
to the adjustment amount minus US$15 million.

The Directors expect that the target net working capital amount and the amount of the adjustment to the
consideration will be determined at around 150 days following the Initial Closing. The Company will
make a further announcement in relation to the “target net working capital” amount and the adjustment
amount once they are determined.

SUBSEQUENT CLOSINGS

As stated in the Announcements and the Circular, with respect to the Remaining Assets which have not
been transferred to the Company as of the Initial Closing, they will be transferred from time to time in
one or more Subsequent Closings to be agreed between the Company and IBM. The Company will make
a further announcement when the final Subsequent Closing takes place and further announcements in
respect of other Subsequent Closings, if appropriate.

CHANGES OF DIRECTORATES

The Board announces the following changes of directorates with effect from the Initial Closing:

(i)  Mr Liu Chuanzhi has ceased to be the Chairman of the Board and has been re-designated as a non-
executive Director.

(ii) Mr Yang Yuanging, an executive Director and the preceding Chief Executive Officer of the Company,
has been appointed as the Chairman of the Board to replace Mr Liu.

(iii) Mr Stephen Maurice Ward, Jr. has been appointed as an executive Director.
(iv) Mr Zhu Linan has been appointed as a non-executive Director.

(v) Mr Zeng Maochao has resigned as a non-executive Director.



Mr Liu Chuanzhi, aged 61, has ceased to be the Chairman of the Board and been re-designated as a
non-executive Director with effect from the Initial Closing. Mr Liu had been the Chairman of the Board
and an executive Director since 8 February 1994 and 8 November 1993 respectively. He graduated from
the Department of Radar Communications, Xian Military Communications Engineering College of China
in 1966. He has over 35 years of experience in the computer industry. Mr Liu is a director of Legend
Holdings Limited, the controlling shareholder of the Company, and certain of its associates (as defined in
the Listing Rules). Mr Liu does not have any family relationships with any other Directors and senior
management of the Company. Mr Liu did not hold any directorship in any listed public companies in the
last three years. As at the date of this announcement, no service contract has been entered into by him
with the Company. Mr Liu was not appointed for a specific term, but is subject to retirement by rotation
and re-election at the annual general meetings of the Company in accordance with the Articles of
Association. Mr Liu will receive such director’s fee and other remuneration as the Board may determine
from time to time pursuant to the power given to it under the Articles of Association or otherwise granted
to the Board by the Shareholders. In determining the director’s fee and remuneration for Mr Liu, the
Board will take into account the level of remuneration paid to a non-executive director of comparable
companies, time and responsibilities committed and assumed by Mr Liu in attending to the affairs of the
Company and the recommendations given by the remuneration committee of the Board. The Company
will make an announcement when the director’s fee and remuneration of Mr Liu is fixed. According to
the register maintained by the Company pursuant to section 352 of the SFO as of 30 April 2005, Mr Liu
was interested in 16,986,000 Shares and 5,250,000 underlying Shares in respect of share options granted
under the share option scheme of the Company.

Mr Stephen Maurice Ward, Jr., aged 50, has been appointed as an executive Director, Chief Executive
Officer and President of the Company with effect from the Initial Closing. Prior to joining the Group, Mr
Ward spent over 26 years with IBM and was the senior vice president and general manager of IBM’s
Personal Systems Group responsible for IBM’s Personal Computing Division, Retail Store Solutions
Division and Printing Systems Division. During his time with IBM, Mr Ward held a number of senior
management positions in key product development, manufacturing management, industrial sector
management, and was once the chief information officer of IBM. Mr Ward has not previously held any
positions with the Company or any of its subsidiaries. He is also a director of Carpenter Technology
Corporation, a company listed on the New York Stock Exchange in the United States. Save as other
disclosed above, Mr Ward did not hold any other directorship with any listed companies in the last three
years and has no relationship with any other Directors, senior management, substantial shareholders or
controlling shareholders of the Company. The Company entered into a service contract with Mr Ward on
30 April 2005 for a term of three years pursuant to which Mr Ward will be entitled to a base salary of
US$600,000 per annum and a maximum annual bonus of US$1,000,000 depending on his performance
for that year. According to the register maintained by the Company pursuant to section 352 of the SFO as
at 30 April 2005, Mr Ward was not interested in any Shares of the Company.

Mr Zhu Linan, aged 43, has been appointed as a non-executive Director with effect from the Initial
Closing. He graduated with a Master degree in Electronic Engineering from Shanghai Jiao Tong University
in 1987. He has over 18 years of management experience. He serves on the board of directors of Legend
Holdings Limited, the controlling shareholder of the Company, and certain of its associates (as defined in
the Listing Rules). Mr Zhu does not have any family relationships with any other Directors and senior
management of the Company. Mr Zhu was a vice president of the Group from 1999 to 2000 and did not
hold any directorship in other listed public companies in the last three years. As at the date of this
announcement, no service contract has been entered into by him with the Company. Mr Zhu was not
appointed for a specific term, but is subject to retirement by rotation and re-election at the annual general
meetings of the Company in accordance with the Articles of Association. Mr Zhu will receive such
director’s fee and other remuneration as the Board may determine from time to time pursuant to the
power given to it under the Articles of Association or otherwise granted to the Board by the Shareholders.
In determining the director’s fee and remuneration for Mr Zhu, the Board will take into account the level
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of remuneration paid to a non-executive director of comparable companies, time and responsibilities
committed and assumed by Mr Zhu in attending to the affairs of the Company and the recommendations
given by the remuneration committee of the Board. The Company will make an announcement when the
director’s fee and remuneration of Mr Zhu is fixed. According to the register maintained by the Company
pursuant to section 352 of the SFO as of 30 April 2005, Mr Zhu was interested in 3,720,000 Shares and
no underlying Shares in respect of share options granted under the share option scheme of the Company.

Mr Zeng Maochao has confirmed that his resignation was due to personal reason and there are no
matters or disagreements with the Board that need to be brought to the attention of Shareholders.

The Board wishes to express their appreciation for the valuable contribution of Mr Liu and Mr Zeng
during their leadership and directorship with the Company and to welcome the appointment of Mr Yang
as the new Chairman and Mr Ward and Mr Zhu to join the Board.

CHANGE OF CHIEF EXECUTIVE OFFICER

Following the appointment of Mr Yang Yuanging as the Chairman of the Board, Mr Yang resigned from
the position of the Chief Executive Officer of the Company, and Mr Stephen Maurice Ward, Jr. has been
appointed as the new Chief Executive Officer of the Company with effect from the Initial Closing to
replace Mr Yang.

APPOINTMENT OF BOARD OBSERVERS

IBM has nominated Mr Robert W Moffat, Jr. and Mr Henry WK Chow to sit on the Board as observers
with effect from the Initial Closing. Mr Moffat and Mr Chow will have the rights to attend all meetings
of the Board and any committee of the Board. As Mr Moffat and Mr Chow are not Directors, accordingly
they will have no right to vote and may not exercise any other rights of a Director at such meetings. The
purpose of appointing board observers is to ensure co-ordination of the strategic relationship between
IBM and the Company. IBM will not appoint any Director.

The Company Agreement provides that the board observer shall maintain all information obtained from
the Board confidential and shall observe all internal guidelines of the Company applicable to the Directors
and insider dealing rules including the SFO and the Model Code for Securities Transactions by Directors
of Listed Issuers under the Listing Rules. The Board may withhold information from the board observers
if there is a potential conflict of interests. In the event of a breach of confidentiality by a board observer,
the Company may bring legal action against IBM including seeking a court order of specific performance
to prevent the board observer from any unauthorized disclosure of confidential material. With the
confidentiality protection afforded by the provisions of the Company Agreement, the Board believes that
the participation of board observers from IBM should be beneficial to the Company as the board observers
would bring valuable expertise and management experience in the global information technology industry
to the Company.

Mr Robert W Moffat, Jr. joined IBM in 1978 and has been appointed as a senior vice president of
Integrated Supply Chain of IBM since February 2002. He leads IBM’s end-to-end supply chain operations,
including procurement, systems manufacturing, logistics and customer fulfilment processes for IBM
worldwide. Mr Moffat has spent the majority of his career in the personal computer business during
which he has held a number of executive positions with IBM, including general manager of manufacturing,
fulfilment and procurement initiatives and vice president of finance and planning. Mr Moffat has not
entered into any service contract with the Company and has not previously held any positions with the
Company or any of its subsidiaries. Mr Moffat has confirmed that he does not have any family relationships



with any Director and senior management of the Company nor did he hold directorship in other listed
public companies in the last three years. Mr Moffat has confirmed that he did not have any interests in
the shares of the Company within the meaning of Part XV of the SFO as of 30 April 2005.

Mr Henry WK Chow joined IBM Hong Kong in 1968 and has been appointed as General Manager of
IBM Greater China Group since September 1995. Mr Chow is responsible for IBM’s operations in the
Greater China as well as 12 joint ventures of 1BM in the region engaged in manufacturing, professional
services and software development. Before the current position, Mr Chow had been the Director of
Operations of IBM Hong Kong, General Manager of IBM Taiwan and General Manager of IBM’s personal
computer business in Asia Pacific South (ex Japan). He is a member of IBM’s Worldwide Management
Council which is made up of the top 50 senior executives worldwide. Mr Chow has not entered into any
service contract with the Company and has not previously held any positions with the Company or any of
its subsidiaries. Mr Chow has confirmed that he does not have any family relationships with any Director
and senior management of the Company nor did he hold directorship in other listed public companies in
the last three years. Mr Chow has confirmed that he did not have any interests in the shares of the
Company within the meaning of Part XV of the SFO as of 30 April 2005.

Prior ro Initial Closing, the executive Directors were Mr Liu Chuanzhi, Mr Yang Yuanging and Ms Ma
Xuezheng; the non-executive Director was Mr Zeng Maochao; and the independent non-executive Directors
were Mr Wong Wai Ming, Professor Woo Chia-Wei and Mr Ting Lee Sen.

*Following Initial Closing, the executive Directors are Mr Yang Yuanging, Mr Stephen Maurice Ward, Jr
and Ms Ma Xuezheng; the non-executive Directors are Mr Liu Chuanzhi and Mr Zhu Linan; and
independent non-executive Directors are Mr Wong Wai Ming, Professor Woo Chia-Wei, and Mr Ting Lee
Sen.

By order of the Board
Yang Yuangqing
Chairman”

Hong Kong, 30 April 2005

“Please also refer to the published version of this announcement in South China Morning Post”
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NOTICE OF EXTRAORDINARY GENERAL MEETING

NOTICE IS HEREBY GIVEN that an extraordinary general meeting of Lenovo Group Limited (the
“Company”) will be held at 9:30 a.m. on Friday, 13 May 2005 at Harcourt Room, Lower Lobby, Conrad
Hong Kong, Pacific Place, 88 Queensway, Hong Kong for the purpose of considering and, if thought fit,
passing, with or without modification, the following resolutions: :

ORDINARY RESOLUTION

(1) (a) To increase the authorised share capital of the Company from HK$500,000,000 to
HK$527,525,000 by the creation of 3,000,000 Series A Cumulative Convertible Preferred
Shares (the “Series A Preferred Shares”), of nominal value HK$9.175 each and stated value
HK$1,000 each (the “Stated Value”);

(b) conditional upon the Listing Committee of The Stock Exchange of Hong Kong Limited granting
the listing of and the permission to deal in the Ordinary Shares (as defined in the full version
of the Notice of Extraordinary General Meeting contained in the Circular dispatched to
shareholders on 20 April 2005 (the “full EGM Notice”)) issuable upon the subscription rights
attaching to the Warrants (as defined and described in the full EGM Notice) or upon the
conversion of the Series A Preferred Shares, to authorise the Directors:

(i) to create and grant Warrants to subscribe for new Ordinary Shares and the granting of
certain anti-dilution rights to the holders of Warrants;

(ii) to allot and issue to the holders of the Warrants and the Series A Preferred Shares such
number of ordinary shares as are issuable upon the exercise of the Warrants and the
conversion of the Series A Preferred Shares respectively; and

(ii1) to do all such acts and things as they consider necessary or expedient to give effect to
the grant of the Warrants, the issue of the Series A Preferred Shares and the foregoing
arrangements.

SPECIAL RESOLUTION

(2) (a) Subject to the passing of Resolution (1), to approve the issue by the Company of the Series A
Preferred Shares on the terms of the Investment Agreement (as defined and described in the
full EGM Notice) dated as of 30 March 2005 and to approve the granting of certain anti-
dilution rights to the holders of such Series A Preferred Shares (the “Holders”);




(b)

to amend the Articles of Association of the Company by inserting a new Article A after the
existing Article 178 to provide for the rights attaching to the Series A Preferred Shares. A
brief summary of the proposed amendments is set out as follows:

(1)

(i)

(iii)

(iv)

(v)

(vi)

(vii)

the Series A Preferred Shares shall accumulate preferential dividends at a rate of 4.5%
per annum of the Stated Value. Such dividends shall accumulate from day to day whether
or not the Company has sufficient funds legally available for such payments. Payment of
dividends shall be made in cash in four quarterly instalments;

upon liquidation of the Company, the Holders shall have priority in the distribution of
assets of the Company before the holders of any Junior Liquidation Securities (including
the holders of Ordinary Shares and the Non-voting Shares, as defined in the full EGM
Notice), and shall be entitled to the assets of the Company in the amount of the Stated
Value of the Series A Preferred Shares plus any accrued and unpaid dividends, but shall
not be entitled to participate in any distribution of assets thereafter;

the Company, at any time after the seventh anniversary of the Issue Date (as defined in
the full EGM Notice), has the right and option to redeem part or all of the Series A
Preferred Shares at a price equal to the Stated Value together with accrued and unpaid
dividends (the “Redemption Price”);

any Holder, at any time after the seventh anniversary of the Issue Date, has the right to
require the Company to redeem part or all of the Series A Preferred Shares at the
Redemption Price;

upon a Change of Control (as defined in the full EGM Notice), any Holder has the right
to require the Company to redeem part or all of the Series A Preferred Shares at a price
equal to 101% of the Stated Value together with accrued and unpaid dividends;

at the option of the Holder, each Series A Preferred Share can be converted into such
number of fully paid Ordinary Shares of the Company equal to the Stated Volume
divided by HK$2.725 subject to certain anti-dilution adjustments set out in the full EGM
Notice;

if the Company issues rights, warrants or options exercisable for or convertible into
Ordinary Shares at an exercise or conversion price, or issue Ordinary Shares at a
subscription price per share less than the current market price per Ordinary Share, the
Holders shall be entitled to acquire such rights, warrants, options or Ordinary Shares on
the same terms and conditions as are offered to third parties;

(viii) the Series A Preferred Shares shall have the same voting rights as the Ordinary Shares of

(ix)

the Company as if the Series A Preferred Share have been converted into Ordinary
Shares. Additional requirements apply for a class meeting of the Holders; and

further undertakings by and restrictions on the Company to issue, redeem or deal with its
shares.



As of the date of this announcement, the Executive Directors are Mr Liu Chuanzhi, Mr Yang Yuanging,
Ms Ma Xuezheng, Non-executive Director is Mr Zeng Maochao, and Independent Non-executive Directors
are Mr Wong Wai Ming, Professor Woo Chia-Wei, and Mr Ting Lee Sen.

By Order of the Board
Liu Chuanzhi
Chairman

Hong Kong, 20 April 2005

Notes:

2

(58}

This announcement is made pursuant to Rules 13.51 and 13.73 of the Rules Governing the Listing of Securities on the
Stock Exchange of Hong Kong Limited.

This is a summary of the full text of the Notice of Extraordinary General Meeting. The full text of the resolutions is set
out in the Notice of Extraordinary General Meeting which will be included in the Circular to be despatched to members
on 20 April 2005. The Circular can also be viewed and downloaded from the website of the Hong Kong Exchanges and
Clearing Limited at www.hkex.com.hk. This announcement adopts the same definitions of the full EGM Notice unless
otherwise specified.

A member entitled to attend and vote at the Extraordinary General Meeting convened by this notice is entitled to appoint
one or more proxies to attend and vote in his stead. A proxy need not be a member of the Company.

To be effective, the instrument appointing a proxy together with the power of attorney or other authority, if any, under
which it is signed or a notarially certified copy of that power or authority, must be completed and lodged at the share
registrar of the Company, Abacus Share Registrars Limited at Ground Floor, Bank of East Asia Harbour View Centre, 56
Gloucester Road, Wanchai, Hong Kong, not less than 48 hours before the time for holding the Extraordinary General
Meeting or any adjournment thereof.

Where there are joint registered holders of any share of the Company, any one of such persons may vote at the
Extraordinary General Meeting, either personally or by proxy, in respect of such share as if he were solely entitled
thereto: but if more than one of such joint registered holders be present at the Extraordinary General Meeting personally
or by proxy. then the registered holder so present whose name stands first on the register of members of the Company in
respect of such share will alone be entitled to vote in respect thereof.

The votes to be taken in the Extraordinary General Meeting will be taken by way of poll.

“Please also refer to the published version of this announcement in The Standard”
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If you are in any doubt as to any aspect of this circular or as to the action to be taken, yog uldbcons 46”\\
your licensed securities dealer, bank manager, solicitor, professional accountant or other profes o ?ad &5
If you have sold or transferred all your shares in Lenovo Group Limited, you should at once d this

circular and the accompanying form of proxy to the purchaser or to the bank, licensed securities dealer or other
agent through whom the sale or transfer was effected for transmission to the purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this circular.

This circular is for information purposes only and does not constitute an invitation or offer to acquire, purchase
or subscribe for the securities mentioned herein.
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(Stock Code: 992)

PROPOSED ISSUE OF
UNLISTED CONVERTIBLE PREFERRED SHARES

PROPOSED ISSUE OF UNLISTED WARRANTS
AND

PROPOSED AMENDMENT TO THE ARTICLES OF ASSOCIATION

A notice convening the Extraordinary General Meeting to be held at 9:30 a.m. on Friday, 13 May 2005 at
Harcourt Room, Lower Lobby, Conrad Hong Kong, Pacific Place, 88 Queensway, Hong Kong is set out on
pages 28 to 59 of this circular. Whether or not you are able to attend the Extraordinary General Meeting, please
complete the enclosed form of proxy in accordance with the instructions printed thereon and return it to the
share registrar of the Company, Abacus Share Registrars Limited at Ground Floor, Bank of East Asia Harbour
View Centre. 56 Gloucester Road, Wanchai, Hong Kong as soon as possible and in any event no less than 48
hours before the time appointed for the holding of the Extraordinary General Meeting or any adjourned meeting
thereof. Completion and return of the form of proxy will not preclude you from attending and voting in person
at the Extraordinary General Meeting or any adjourned meeting thereof and, in such event, the relevant form
of proxy shall be deemed to be revoked.

20 April 2005
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DEFINITIONS

In this circular, the following expressions have the meanings set out below unless the

conlext otherwise requires:

“Articles of Association”

“Board”

“Closing”

“Closing Date”

“Company”

“Convertible Preferred
Shareholders”

“Convertible Preferred Shares”

“Date of Announcement”

“Directors”

“Excess Shares”

“Exercise Price”

“Expiry Date”

“Extraordinary General
Meeting”

the articles of association of the Company
the board of Directors of the Company

closing of the subscription of the Convertible Preferred
Shares and the Warrants

the date on which Closing takes place in accordance with
the terms of the Investment Agreement

Lenovo Group Limited, a company incorporated in Hong
Kong with limited liability, the Shares of which are listed
on the Stock Exchange

holders of the Convertible Preferred Shares

Series A Cumulative Convertible Preferred Shares of
nominal value HK$9.175 each in the share capital of the
Company

30 March 2005, being the day on which the
announcement in respect of the transactions and matters
discussed in this circular was made

the directors of the Company

up to 435,717,757 new Shares and Non-voting Shares to
be allotted and issued to IBM to satisfy part of the
consideration for the IBM Acquisition, subject to the
Company’s ability to pay cash instead

HK$2.725 per Share, subject to certain anti-dilution
adjustments

the fifth anniversary of the Closing Date
the extraordinary general meeting of the Company to be

held on 13 May 2005, notice of which is set out on pages
28 to 59 of this circular



DEFINITIONS

“General Atlantic Group”

“GI‘OUp”

“HK$M

“Hong Kong”

“IBM”

“IBM Acquisition”

“IBM Circular”

“Investment Agreement”

“Investors”

“Latest Practicable Date”

“Listing Rules”

“Major Shareholder”

collectively, General Atlantic Partners (Bermuda), L.P,,
GAPSTAR, LLC, GAP Coinvestments I1I, LLC, GAP
Coinvestments IV, LLC and GAPCO GmbH & Co. KG
and affiliates that are under common control with such
entities

the Company and its subsidiaries
Hong Kong Dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the
People’s Republic of China

International Business Machines Corporation

the Group’s acquisition of IBM's global desktop
computer and notebook computer business, details of
which are contained in the IBM Circular

the circular of the Company in relation to the IBM
Acquisition dated 31 December 2004

the agreement entered into between the Company and the
Investors dated 30 March 2005 in relation to the
subscription and issue of the Convertible Preferred
Shares and the Warrants

TPG IV Acquisition Company LLC, General Atlantic
Partners (Bermuda), L.P., GAPSTAR, LLC, GAP
Coinvestments III, LLC, GAP Coinvestments 1V, LLC,
GAPCO GmbH & Co. KG and Newbridge Asia
Acquisition Company LLC; and the term “Investor” shall
mean any one of them

18 April 2005, being the latest practical date for
ascertaining certain information contained in this circular

the Rules Governing the Listing of Securities on the
Stock Exchange

Legend Holdings Limited, the controlling shareholder of
the Company holding approximately 57% of all the
Shares in issue as at the Latest Practicable Date



DEFINITIONS

“Maturity Date”

“Newbridge Capital Group”

“Non-voting Shares”

“Shareholders”

“Shares”

“Stated Value”

“Stock Exchange”

“TPG” or “Texas Pacific Group”

uUssn

“Voting Undertaking”

“Warrant Shares”

“Warrantholders”

“Warrants”

the seventh anniversary of the Closing Date

collectively Newbridge Asia Acquisition Company LLC
and affiliates that are under common control with such
entity

ordinary unlisted shares of nominal value HK$0.025 each
in the share capital of the Company which do not carry
any voting rights to be issued under the IBM Acquisition

holders of the Shares

ordinary shares of nominal value HK$0.025 each in the
share capital of the Company

HK$1,000 per Convertible Preferred Share
The Stock Exchange of Hong Kong Limited

collectively TPG IV Acquisition Company LLC and
affiliates that are under common control with such entity

United States Dollars, the lawful currency of the United
States of America

the voting undertaking given by the Major Shareholder in
favour of the Investors on 30 March 2005

new Shares to be issued upon the exercise of the
subscription rights attaching to the Warrants

holders of the Warrants

237,417,474 unlisted warrants to be issued by the
Company entitling the Warrantholders to subscribe for
the same number of new Warrant Shares at the Exercise
Price at any time from the Closing Date up to the Expiry
Date (both dates inclusive)

This circular contains translation between HK$ and US$ at HK37.80 = US$1.00. The

translation shall not be taken as representation that the HK$ amount could actually be

converted into US$ at that rate, or ar all.
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lenovo 518
Lenovo Group Limited BEEBRA T

(Incorporated in Hong Kong with limited liabiliry)

Executive Directors: Registered Office:
Mr Liu Chuanzhi 23rd Floor, Lincoln House
Mr Yang Yuanqing Taikoo Place
Ms Ma Xuezheng 979 King’s Road

Quarry Bay
Non-executive Director: Hong Kong

Mr Zeng Maochao

Independent Non-executive Directors:
Mr Wong Wai Ming

Professor Woo Chia-Wei

Mr Ting Lee Sen

20 April 2005
To the Shareholders

Dear Sir or Madam

PROPOSED ISSUE OF
UNLISTED CONVERTIBLE PREFERRED SHARES

PROPOSED ISSUE OF UNLISTED WARRANTS
AND

PROPOSED AMENDMENT TO THE ARTICLES OF ASSOCIATION

INTRODUCTION

On 30 March 2005, the Company entered into the Investment Agreement with the
Investors pursuant to which the Investors have agreed to subscribe for. and the Company has
agreed to issue, 2,730,000 unlisted Convertible Preferred Shares at an issue price of HK$1,000
per share and unlisted Warrants to subscribe for 237,417,474 Shares for an aggregate cash
consideration of US$350 million.

The Convertible Preferred Shares bear a fixed cumulative preferential cash dividend,
payable quarterly, at the rate of 4.5% per annum on the Stated Value of each Convertible
Preferred Share. The Convertible Preferred Shares are redeemable, in whole or in part, at a
price equal to the Stated Value together with accrued and unpaid dividends at the option of the
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Company or the Convertible Preferred Shareholders at any time after the Maturity Date. In
addition, the Convertible Preferred Shareholders are entitled to require the Company to make
an offer to repurchase all or part of the Convertible Preferred Shares at a purchase price equal
to the aggregate of 101% of the Stated Value of the Convertible Preferred Shares and 100% of
the accrued and unpaid dividends upon a change of control of the Company.

Each Convertible Preferred Share is convertible, at the option of the Convertible
Preferred Shareholder, into Shares at any time at a conversion price equal to HK$2.725, subject
to certain anti-dilution adjustments. In the aggregate, the Convertible Preferred Shares to be
issued under the Investment Agreement will be convertible into 1,001,834,862 Shares at a
conversion price equal to HK$2.725 per Share, representing approximately 13.40% of the
Company’s total issued share capital as at the Latest Practicable Date and approximately
10.24% of the Company’s issued share capital as enlarged by the issue of the Shares upon full
conversion of the Convertible Preferred Shares and assuming the issue of 1,307,153,271 Shares
to IBM upon closing of the IBM Acquisition.

Each Warrant carries the right to subscribe for one Share at the Exercise Price, subject to
certain anti-dilution adjustments. Warrantholders may exercise the subscription rights
attaching to the Warrants, in whole or in part, at any time from the Closing Date until the
Expiry Date. Assuming full exercise of the Warrants at an Exercise Price of HK$2.725, the
Company will issue 237,417,474 Warrant Shares, representing approximately 3.18% of the
Company’s total issued share capital as at the Latest Practicable Date and approximately 2.63%
of the Company’s issued share capital as enlarged by the issue of the Warrant Shares upon full
exercise of the Warrants and assuming the issue of 1,307,153,271 Shares to IBM upon closing
of the IBM Acquisition.

The Convertible Preferred Shares and the Warrants will not be listed on the Stock
Exchange or any other stock market. However, the Company will apply for the listing on the
Stock Exchange of the Shares issuable upon the exercise of the Warrants and the conversion
of the Convertible Preferred Shares.

In connection with the proposed issue of the Convertible Preferred Shares, the Board
proposes a special resolution for amending the Articles of Association.

Closing is conditional upon, among other things:

(a) the issue and allotment of the Convertible Preferred Shares and the granting of
certain anti-dilution rights to the Convertible Preferred Shareholders, details of
which are set out on pages 14 to 19 of this circular (which requires 75% of approval
of the Shareholders at the Extraordinary General Meeting), and the proposed
amendment to the Articles of Association (which will authorise the creation of
preferred shares and the issuance of the Convertible Preferred Shares) having been
passed by special resolutions by the Shareholders, and the issue of the Warrants (and
the granting of certain anti-dilution rights to the Warrantholders, details of which are
set out on pages 20 to 24 of this circular) and the Shares (upon exercise of the
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Warrants and conversion of the Convertible Preferred Shares) and increase in the
share capital of the Company having been passed by ordinary resolutions by the
Shareholders, in each case at the Extraordinary General Meeting;

(b) the Listing Committee of the Stock Exchange having granted the listing of, and
permission to deal in, any Shares to be issued upon exercise of the Warrants and
upon the conversion of the Convertible Preferred Shares;

(c) the initial closing of the IBM Acquisition taking place concurrently with, or having
occurred prior to, the Closing;

(d) the consents to the transactions contemplated by the Investment Agreement having
been obtained from the financiers to the Company and IBM; and

(e) there having been no material adverse change on the condition of the Group since
the date of the Investment Agreement.

The purpose of this circular are:

(a) to provide you with further information regarding the Investment Agreement, the
Convertible Preferred Shares (and the issuance of Shares in the event of a
conversion of the same), the Warrants (and the exercise thereof) and the anti-dilution
rights granted to the Convertible Preferred Shareholders and the Warrantholders;
and

(b) to give you notice of the Extraordinary General Meeting {which contains, inter alia,
a special resolution setting out the proposed amendment to the Articles of
Association).

Assuming Closing takes place no later than the initial closing of the IBM Acquisition, the
Directors intend to apply the net proceeds from the issue of the Convertible Preferred Shares
and the Warrants as to approximately US$150 million to satisfy part of the consideration
payable to IBM for the IBM Acquisition, and as to the balance for general corporate purposes.
If the Company pays US$150 million cash to IBM, it would not issue the Excess Shares to IBM
that would otherwise be issuable as consideration for the IBM Acquisition. However, in the
event that Closing does not occur before or concurrently with the initial closing of the IBM
Acquisition and depending on the financial resources then available to the Company, the
Company may pay IBM cash of up to US$150 million or issue the Excess Shares to IBM as
partial settlement of the consideration. Further, if the Company has issued the Excess Shares,
subject to applicable laws and regulations and the Company having obtained all the relevant
approvals, it would consider repurchasing the Excess Shares from IBM when the Company has
sufficient financial resources and the Directors consider appropriate to do so. In that event, the
Company will ensure that all applicable rules and regulations (such as chapters 10 and 14A of
the Listing Rules and the Code on Share Repurchases) are complied with and all applicable
consents or approvals are obtained from the relevant authorities (such as the Securities and
Futures Commission),
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The terms of the Convertible Preferred Shares and the Warrants were negotiated at arm’s
length between the Company and the Investors. After taking into account the overall credit
facility portfolios utilised by or available to the Company, the Directors consider that the issue
of the Convertible Preferred Shares and Warrants is in the Shareholders’ interest as a whole and
the most appropriate funding means available to the Company. Part of the proceeds will be used
to satisfy part of the consideration payable to IBM for the IBM Acquisition or to repurchase
Excess Shares, as described above.

The Directors consider that the Investors offer expertise and experience that are expected
to be valuable to the Company. The Investors have extensive insight into business operations,
as well as a strong competency in strategic planning. With rich experience helping companies
integrate operations, their investment in the Company will help ensure a smooth transition
period following the IBM Acquisition and stable development in the future. The Investors also
have a strong understanding of the governance structure of multinational operations as well as

substantial experience working with information technology investors.

The Directors also consider that the terms of the Convertible Preferred Shares and
Warrants are fair and reasonable and in the interests of the Company and the Shareholders as
a whole.
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SHAREHOLDING STRUCTURE

Based on the information available to the Directors as at the Latest Practicable Date, set

out below are the shareholding structures of the Company as at that date and upon full

conversion of the Convertible Preferred Shares and the initial closing of the IBM Acquisition.

Legend Holdings
Limited

IBM {Note 1)

TPG
General Atlantic
Group

Newbridge Capital
Group

Directors

Public

Total

After the issue of Convertible Preferred Shares and

As at the Latest Practicable Date

Number of
Shares assuming
full conversion

Percentage of

the initial closing of the IBM Acquisition

Percentage of
enlarged
ordinary share
capital including

Percentage of
enlarged
ordinary share
capital including

of Convertible voting rights Non-voting Non-voting
Preferred Shares assuming ne Shares and Shares and
and no conversion of the assuming no assuming full
conversion of the Non-veting conversion of conversion of
Percentage of Non-voting  Shares held by Convertible Convertible
Number and  voting rights Number and ~ Shares held by IBM  Preferred Shares Preferred Shares
class of Shares (approx.) class of Shares IBM (approx.) (approx.) (approx.)
(Note 4)
4229121971 56.6% 4,229,121,971 Shares 4229,121.9M 45475% 48.146% 43217%
Shares
- - 1.307,153.271 Shares 821,234,569 8.831% 14.881% 13.358%
(assuming
321,234,569 Shares,
485,918,702
Nen-voting Shares and
no Excess Shares are
issued to IBM)
(Notes 2 and 3)
- - 1,560,000 Convertible 572.471,064 6.156% 0% 5.850%
Preferred Shares
- - 780,000 Convertible 286,238,532 3.078% 0% 2.925%
Preferred Shares
- - 390.000 Convertible 143,119.266 1.539% 0% 1.463%
Preferred Shares
58.940.000 Shares 0.8% 58.940.000 Shares 58,940,000 0.634% 0.671% 0.602%
3,188,826,137 42.6% 3,188,826,137 Shares 3,188,826,137 34.289% 36.302% 32.586%
Shares
100.0% 9,299,957.539 100% 100% 100%
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Notes:

The numbers of Shares (comprising voting and Non-voting Shares) to be issued to IBM as indicated in the
above table are based on the assumption set out in Note 3 below. The actual numbers of Shares (comprising
voting and Non-voting Shares) to be issued to IBM will only be fixed upon initial closing of the IBM
Acquisition.

Assuming 821,234,569 Shares, 485,918,702 Non-voting Shares and no Excess Shares will be issued to IBM
upon the initial closing of the IBM Acquisition. As referred to in the IBM Circular, the maximum number of
Consideration Shares (i.e. 821,234,569 voting Shares and 921,636,459 Non-voting Shares) issuable to IBM at
initial closing would comprise of 821,234,569 voting Shares and 921,636,459 Non-voting Shares. If the
Company applies US$150 million from the proceeds from the issue of the Convertible Preferred Shares and
the Warrants to pay IBM, the Company will not issue the 435,717,757 Excess Shares to IBM. Accordingly, it
was assumed on such basis that 821,234,569 voting Shares and 485,918,702 Non-voting Shares (representing
921,636,459 Non-voting Shares minus 435,717,757 Excess Shares) will be issued to IBM.

1,307.153,271 Shares to be issucd to IBM represent the “Base Consideration Shares” described in the IBM
Circular, If the Company applies US$150 million from the proceeds from the issue of the Convertible Preferred
Shares and the Warrants to pay IBM. the Company will not issue the 435,717,757 Excess Shares (as defined
in the IBM Circular) to IBM. Under the Asset Purchase Agreement in relation to the IBM Acquisition, IBM
will take Excess Shares, representing up to 435,717,757 voting Shares or Non-voting Shares, as settlement of
the consideration. However, instead of issuing the Excess Shares to IBM, the Company may pay cash to IBM.
The value of 435,717,757 Excess Shares calculated by reference to the formula set out in the Asset Purchase
Agreement amounts to approximately US$150 million. The cash payment alternative was disclosed in the IBM
Circular.

Among the “Base Consideration Shares™, the exact numbers of Shares (comprising voting and Non-voting
Shares) to be issued to IBM will only be determined upon initial closing of the IBM Acquisition. Further,
pursuant to the Company Agreement as described in the IBM Circular, IBM may convert such number of its
Non-voting Shares up to 9.9% of the outstanding voting capital stock of the Company into voting Shares at
any time. If IBM decided to increase its holding of voting Shares to 9.9% of the total voting capital stock of
the Company, it would need to convert 110,159,955 Non-voting Shares into voting Shares. Following such
conversion and based on the assumption in Note 2 above, there would be 9,408,025,494 voting Shares in issue;
and 1BM would hold 931,394,524 voting Shares and 375,758,747 Non-voting Shares.

These figures are arrived at by taking into account the issuance of 821,234,569 voting Shares and 485,918,702
Non-voting Shares to IBM upon initial closing of the IBM Acquisition only. on the assumption that none of
the Convertible Preferred Shares have been converted into Shares and none of the Warrants have been
exercised.
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As at the Latest Practicable Date

L d Holding .
egend Holdngs Directors Public
Limited
56.6% 0.8% 42.6%
the Company

Immediately upon the full conversion of the Convertible Preferred Shares

(after the initial closing of the IBM Acquisition) assuming no exercise of Warrants

Legend G .
; eneral Newbridge . ) .
H(}ld}ngs TBM PG Atlantic Group| |Capital Group Directors Public
Limited
l43.217%* 13.358%* 5.850%* 2.925%* J 1.463%* 0.602%* J32.586%*
the Company

Immediately upon the full conversion of the Convertible Preferred Shares

(after the initial closing of the IBM Acquisition) and full exercise of Warrants

Legend .
. General Newbridge . .
Holdings 1BM PG Atlantic Group| |Capital Group Directors Public
Limited
E2,I93%* 13.041%* 7.065%* 3.533%* 1.766%* 4]9‘588%* J3I.814%*
the Company

Represents percentages of the enlarged issued ordinary share capital of the Company and assuming:

1,307,153,271 Shares (comprising voting and Non-voting Shares) will be issued to IBM upon the initial
closing of the IBM Acquisition.

THE INVESTMENT AGREEMENT

Date

30 March 2005

Parties

The Company and the Investors

- 10 =



LETTER FROM THE BOARD

Subscription of Convertible Preferred Shares and Warrants

Pursuant to the Investment Agreement, the Investors have agreed to subscribe for, and the
Company has agreed to issue, 2,730,000 Convertible Preferred Shares, together with Warrants
to subscribe for an aggregate of 237,417,474 Warrant Shares at an initial Exercise Price of
HK$2.725 per Share, subject to certain anti-dilution adjustments, for an aggregate cash
consideration of US$350 million (approximately HK$2,730 million). The Investors have each
agreed to subscribe for the following number of Convertible Preferred Shares and Warrants set
opposite their respective names:

Percentage
of enlarged
Number of issue share

Convertible capital
Preferred of the Number of
Investor Shares Company Warrants
(Note 1)
TPG 1V Acquisition Company LLC 1,560,000 5851% 135,667,128
General Atlantic Partners (Bermuda),

L.P. (Note 2) 715,145 2.682% 62,193,400
GAPSTAR, LLC (Note 2) 9,750 0.037% 847,920
GAP Coinvestments III, LLC (Note 2) 42,737 0.160% 3,716,658
GAP Coinvestments 1V, LLC (Note 2) 11,149 0.042% 969,596
GAPCO GmbH & Co. KG (Note 2) 1,219 0.005% 105,990
Newbridge Asia Acquisition

Company LLC 390,000 1.463% 33,916,782
Total 2,730,000 10.240% 237,417,474
Notes:

I Assuming full conversion of the Convertible Preferred Shares and 1,307,153,271 Shares (comprising

Shares and Non-voting Shares) have been issued to IBM upon closing of the IBM Acquisition.

2. The number of Convertible Preferred Shares and Warrants to be allotted to and among General Atlantic
Partners (Bermuda), L.P., GAPSTAR, LL.C, GAP Coinvestments III, LL.C, GAP Coinvestments 1V, LL.C
and GAPCO GmbH & Co. KG are subject to changes. The changes, if any, are expected to be
insignificant and would be resulting from final fine-tuning of the allocation among the Investors within
the General Atlantic Group. However, the total number of Convertible Preferred Shares and Warrants to
be allotted to General Atlantic Partners (Bermuda), L.P., GAPSTAR, LLC, GAP Coinvestments 111,
LLC, GAP Coinvestments 1V, LLC and GAPCO GmbH & Co. KG will not be changed.
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Information on the Investors
Texas Pacific Group

Texas Pacific Group, or TPG, is a leading global private equity investment firm and
currently manages over US$13 billion of committed equity capital. TPG investment entities
acquire interests in companies in various industries as financial investments, and its portfolio
companies total over US$35 billion in revenues and over 500,000 employees. TPG is a leading
global private equity investor in technology whose investments include MEMC Electronic
Materials, ON Semiconductor, Seagate Technology, Business Objects, Conexant
Semiconductor, Eutelsat, Isola, Network General, Paradyne Networks and Smart Modular.
Other TPG investments have included Burger King, Continental Airlines, Del Monte Foods,
Ducati Motorcycles and J.Crew. TPG is based in Fort Worth, Texas, San Francisco and London.

TPG IV Acquisition Company LLC is a limited liability company wholly-owned by funds
managed by TPG that has been established specifically for the purpose of holding the proposed
investment in the Company.

General Atlantic Group

General Atlantic Group is a leading global private equity firm focused on investing in
companies providing information technology or using information technology to drive growth.
Investment entities affiliated with General Atlantic LLC make investments on an arm’s length
basis in portfolio companies. General Atlantic Group’s current investments in China include
Vimicro and Digital China. The firm was founded in 1980 and has about US$8 billion in capital
under management. General Atlantic Group has invested in over 140 companies and has current
holdings in over 50 companies, of which almost half are based outside the United States.
General Atlantic Group has offices in Greenwich, New York, Palo Alto, Washington, D.C.,
London, Diisseldorf, Singapore, Tokyo. Mumbai, Hong Kong and Sio Paulo.

General Atlantic Partners (Bermuda), L.P.,, GAPSTAR, LLC, GAP Coinvestments III,
LLC, GAP Coinvestments IV, LLC and GAPCO GmbH & Co. KG are affiliated investment
entities. The general partner of General Atlantic Partners (Bermuda), L.P. is GAP (Bermuda)
Limited. The sole member of GAPSTAR, LLC is General Atlantic LLC. The Managing
Directors of General Atlantic LLC are the senior executive officers and directors of GAP
(Bermuda) Limited and control the voting and investment power over securities owned by
GAPCO GmbH & Co. KG. In addition, the Managing Members of GAP Coinvestments III,
LLC and GAP Coinvestments IV, LLC are Managing Directors of General Atlantic LLC.

To the best of the Directors’ knowledge, information and belief after having made all
reasonable enquiries, no members of the General Atlantic Group have any relationship with,
and each member of the General Atlantic Group is a third party independent of, Texas Pacific
Group and Newbridge Capital Group.
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Newbridge Capital Group

Newbridge Capital Group is one of Asia’s leading private equity investment firms with
US$1.7 billion of capital under management. Founded in 1994 by Texas Pacific Group and
Blum Capital Partners, Newbridge Capital Group was one of the first private equity firms
dedicated to Asian investments. The firm has offices in Hong Kong, San Francisco, Shanghai,
Tokyo, Seoul, Mumbai and Melbourne. Newbridge Capital Group acquires interests in
companies in various industries as financial investments, and has made significant investments
in such companies as Hanaro Telecom, Japan Telecom, Korea First Bank, Matrix Laboratories
and Shenzhen Development Bank.

Newbridge Asia Acquisition Company LLC is a limited liability company wholly-owned
by funds managed by Newbridge Capital Group that has been established specifically for the
purpose of holding the proposed investment in the Company. Newbridge Asia Acquisition
Company LLC is indirectly controlled by a corporation of which 50% is owned by a
corporation under common control with TPG IV Acquisition Company LLC. The other 50% is
owned by an entity controlled by Blum Capital Partners, a San Francisco based private equity
investment firm.

Save as disclosed in this circular, each of the Investors and its ultimate beneficial owners
and fund managers is independent from the other Investors and their respective ultimate
beneficial owners and fund managers.

Based on the above information provided by the Investors and to the best of the Directors’
knowledge, information and belief after having made all reasonable enquiries, each of the
Investors, TPG, Newbridge Capital Group and the General Atlantic Group, is a third party
independent of the Company and any connected persons of the Company (as defined in the
Listing Rules).

Conditions and Closing
Closing is conditional upon, among other things:

(a) the issue and allotment of the Convertible Preferred Shares and the granting of
certain anti-dilution rights to the Convertible Preferred Shareholders, details of
which are sel out on pages 14 to 19 of this circular (which requires 75% approval
of the Shareholders at the Extraordinary General Meeting) and the proposed
amendment to the Articles of Association (which will authorise the creation and
issuance of the Convertible Preferred Shares) having been passed by special
resolutions by the Shareholders, and the issue of the Warrants (and the granting of
certain anti-dilution rights to the Warrantholders, details of which are set out on
pages 20 to 24 of this circular) and the Shares (upon exercise of the Warrants and
conversion of the Convertible Preferred Shares) and the increase in the authorised
capital of the Company having been passed by ordinary resolutions by the
Shareholders, in each case at the Extraordinary General Meeting;
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(b) the Listing Committee of the Stock Exchange having granted the listing of, and
permission to deal in, any Shares to be issued upon the exercise of the Warrants and
upon the conversion of the Convertible Preferred Shares;

(c) the initial closing of the IBM Acquisition taking place concurrently with, or having
occurred prior to, the Closing;

(d) the consents to the transactions contemplated by the Investment Agreement having
been obtained from the financiers to the Company and IBM; and

(e) there having been no material adverse change on the condition of the Group since
the date of the Investment Agreement.

Closing is scheduled to take place on the third business day following the satisfaction of
all of the conditions precedent, which cannot be later than 30 September 2005.

PRINCIPAL TERMS OF THE CONVERTIBLE PREFERRED SHARES
Form

The Convertible Preferred Shares will only be issued in registered form. Definitive
certificates will be issued to the Investors as holders of the Convertible Preferred Shares.

Preferential dividends

The Convertible Preferred Shares will bear a fixed cumulative preferential cash dividend,
payable quarterly, at the rate of 4.5% per annum on the Stated Value of each Convertible
Preferred Share. The Company may defer the payment of cash dividends if it is unable to make
such payments by law or under the Company’s bank credit facility in effect on the date on
which the Convertible Preferred Shares are first issued. If at any time the Company has
deferred payment of a dividend, it shall be prohibited from paying cash dividends on its junior
securities, including the Shares, until all such deferred dividends shall have been paid in full.
If the Company fails to pay cash dividends when accumulated or deemed to accumulate, the
Convertibie Preferred Shareholders will have the right to receive additional interest at the rate
of 4.5% per annum on the amount of such cash dividend payment that was not paid when
accumulated or deemed to accumulate. No additional Convertible Preferred Shares will be
issued in respect of unpaid dividends.

Redemption and repurchase

The Convertible Preferred Shares are redeemable, in whole or in part, at a price equal to
the Stated Value together with accrued and unpaid dividends at the option of the Company or
the Convertible Preferred Shareholders at any time after the Maturity Date. In addition, the
Convertible Preferred Shareholders are entitled to require the Company to make an offer to
repurchase all or part of the Convertible Preferred Shares at a purchase price equal to the
aggregate of 101% of the Stated Value of the Convertible Preferred Shares and 100% of the
accrued and unpaid dividends upon a change of control of the Company.
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Conversion

Each Convertible Preferred Share is convertible, at the option of the Convertible
Preferred Shareholder at any time, into a number of Shares equal to the Stated Value divided
by HK$2.725, subject to certain anti-dilution adjustments. Shares that are to be issued upon
conversion of the Convertible Preferred Shares will rank pari passu in all respects with the
Shares in issue on the conversion date except that they will not be entitled to any rights or
entitlement to dividends or distributions the record date for which precedes the conversion
date.

The Convertible Preferred Shares will not be listed on the Stock Exchange or any other
stock exchange. However, the Company will apply for the listing on the Stock Exchange of the
Shares issuable upon conversion of the Convertible Preferred Shares.

Upon conversion of all the Convertible Preferred Shares at a conversion price of
HK$2.725, 1,001,834,862 Shares will be issued, representing approximately 13.40% of the
issued share capital of the Company (being 7,476.888,108 Shares in issue) as at the Latest
Practicable Date and approximately 10.24% of the issued share capital as enlarged by the
allotment and issue of such Shares and assuming the issue of 1,307,153,271 Shares to IBM
upon initial closing of the IBM Acquisition (please also refer to the notes set out below the
table in the paragraph headed “Shareholding Structure” in this circular).

Transferability

During the first 12 months from and after the Closing Date, the Investors are not
permitted to transfer any of the Convertible Preferred Shares or Shares issuable upon
conversion of the Convertible Preferred Shares. From and after the date occurring 12 months
and one day after the Closing Date, except as described below, there will be no restrictions on
the transfers by the Investors of the Convertible Preferred Shares or Shares issuable upon
conversion of the Convertible Preferred Shares.

Transfers of Convertible Preferred Shares and Shares issuable upon conversion thereof by
the Investors to any person who holds, or would hold, as a result of any such transfer, more
than 4.9% of the issued share capital of the Company, or, to certain designated competitors of
the Company, will be restricted when it can be ascertained that the transferee meets the
foregoing criteria. Designated competitors generally include any person, together with its
controlled affiliates, primarily engaged in the computer business that has, together with its

controlled affiliates, annual consolidated gross revenues in excess of US$1,000,000,000.

Transfers among the Investors will not be subject to the foregoing restrictions.
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VYoting, anti-dilution and other rights attaching to the Convertible Preferred Shares

Each Convertible Preferred Share will be voted on an “as if” converted basis. The holder
of each Convertible Preferred Share will have the right to one vote for each whole Share into
which a Convertible Preferred Share is convertible at the close of business on the record date
for any meeting of Shareholders at which such Convertible Preferred Shares will be voted.

Right to subscribe in below-market issuance (an anti-dilution right)

The Convertible Preferred Shareholders shall have the right, when the Company proposes
to issue shares (or rights, warrants or options exercisable for or convertible into shares) at
below the then current market value, to subscribe in such proposed issue on the same terms as
that offered by the Company to other subscribers in an amount no greater than the percentage
of the shares, rights or securities so offered as equals the percentage of the issued Shares and
Non-voting Shares represented by the Shares issuable upon conversion of the Convertible
Preferred Shares held by such Convertible Preferred Shareholders, unless such Shares are
being (1) sold as part of an underwritten offering in which the price per share received by the
Company, net of all underwriting commissions paid to the underwriters in such offer, is at least
97% of the current market price per share (a “Qualifying Issuance”), (2) issued as part of a
share dividend, (3) issued as part of a reclassification of Shares into securities other than
Shares (for example, through a consolidation of shares or issuance of new classes of shares),
or {(4) issued in connection with an employee benefit plan approved by the Board. Neither the
existence nor the exercise of the above-mentioned participation right will in itself contractually
require the Company to issue securities in addition to those contemplated to be issued and
allotted under the relevant below-market issuance.

Adjustment of conversion price

The conversion price for the Convertible Preferred Shares will be adjusted downwards to
account for stock dividends, stock splits, reclassifications of shares and below market
issuances of shares (referred to in the second paragraph of Note A below) in which a
Convertible Preferred Shareholder elects not to participate. In the event of such an adjustment,
the Company’s auditors will be involved to ensure that the relevant calculations are correct by
reference to the terms of the Convertible Preferred Shares and the Company will issue a public
announcement to inform the Shareholders of the adjustment.

In the case where the Convertible Preferred Shareholders do not participate in the
above-mentioned offer, the conversion price is adjusted to account for the below-market
issuance. However, no adjustment is provided unless the offer price is at least 85% of the
market price and then only with respect to amounts below the 85% trigger.

Independent shareholders’ approval where Convertible Preferred Shareholder becomes
connected person

Please note that in the event that a Convertible Preferred Shareholder becomes a
connected person of the Company (as defined in the Listing Rules) as a result of, for example,
further acquisition of Shares, then at any time it exercises the above-mentioned participation
right, and provided that:

(a) a Director (including any Director appointed by the Convertible Preferred
Shareholder) having a material interest in the relevant below-market issuance of
shares by the Company will abstain from voting in the determination of the pricing
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(b)

()

of the issuance and be excluded from the quorum in the relevant Board meetings if
such abstention and exclusion are required by applicable laws, rules or the Articles
of Association at the relevant time (note: such abstention and exclusion are required
under applicable laws, rules and the Articles of Association in force as at the date
of this circular);

the proposed issuance and allotment of Shares as a result of the below-market
issuance as well as the exercise of the said participation right will be undertaken
pursuant to the general mandate approved by the Shareholders at the Company’s
preceding annual general meeting; and

the price of the below-market issuance does not represent a discount of more than
10% to the benchmarked price referred to in Rule 13.36(5) of the Listing Rules at
the relevant time,

the proposed exercise of such participation right will not be subject to further shareholders’
approval at the time of such exercise. Otherwise, the Company will comply with all applicable
requirements under Chapter 14A of the Listing Rules in respect of such proposed exercise of
participation right by the Convertible Preferred Shareholder in advance of the same.

A comparison of the respective rights of the holders of the Convertible Preferred Shares
and the holders of Shares is set out below:

Convertible Preferred Shares Shares

Voting Vote on an “as if” converted One vote per Share

basis with the Shares

Dividends Entitled to quarterly dividend Entitled to dividends when,
at a rate of 4.5% subject as and if declared by the
to additional dividends Company
if such dividend is not paid
when due

Anti-Dilution Contains anti-dilution No anti-dilution protections
protections (see Note A but may be subject to
below) contractual pre-emptive

rights in certain cases if
negotiated with a given

shareholder
Conversion Convertible into Shares (see Not convertible
Note B below)
Preference Preferential dividend and No right to preferential
liquidation payments payments
Ranking Ranks senior to Shares Ranks junior to Convertible

Preferred Shares

-17 -



LETTER FROM THE BOARD

Notes:

A. The conversion price at which the Convertible Preferred Shares are convertible into Shares will be
adjusted downwards in the event that at any time after the original issuance of the Convertible Preferred
Shares, the Company (Al) pays a dividend or other distribution on the Shares, such dividend payable
in whole or in part, in Shares, (A2) subdivides any of its issued Shares into a greater number of Shares,
(A3) distributes certain special dividends in the form of evidence of its indebtedness or assets (except
(a) Shares, rights, options or warrants issued in a below-market issuance in which a Convertible
Preferred Shareholder has a right to subscribe for Shares or a Qualifying Issuance, (b) any dividend or
distribution paid exclusively in cash, (¢) any dividend or distribution paid exclusively in Shares or (d)
any dividend or distribution in a merger, sale, transfer, share exchange, reclassification or similar
transaction in which the Shares are converted into the right to receive securities, cash or other property)
to holders of Shares, (A4) issues Shares (or rights, warrants or options exercisable for or convertible into
Shares) at a price that is less than 85% of the then-current market price, (A5) distributes cash dividends
that exceed the greater of (i) 2.0% of the product of (A) the current market price per Share on the date
fixed for the determination of shareholders entitled to receive such distribution multiplied by (B) the
number of issued Shares outstanding on such date, then, and in each such case, immediately after the
close of business on the date fixed for such determination, and (ii) 35% of the consolidated net earnings
of the Company for the 12-month period preceding the date fixed for the determination of the
shareholders entitled to receive such distribution, (A6) reclassifies its Shares into other securities. The
adjustment of the conversion price will be carried out pursuant to formulae that are customary for
convertible bonds, convertible preferred shares or warrants and are designed to assure the Investors that
the amount and value of the Shares received upon conversion will remain stable or that adjustments are
made to protect their investment if the attributes of the Shares are changed (note: certain figures used
in such formulae are calculated on the assumption that the discount of the below-market issuance is
15%, before an adjustment to the conversion price is triggered). The adjustments will be made in
accordance with the commercial terms agreed among the Investors and the Company as set forth in the
Investment Agreement. The Company will engage an independent auditor to check the accuracy of the
computation of the adjustments of conversion price by reference to the terms of the Convertible
Preferred Shares.

In addition, when the Company proposes to issue shares at below the then current market value, subject
to the exceptions described above under “Rights to subscribe in below-market issuance”, Convertible
Preferred Shareholders will have the right to subscribe for shares in such proposed issue as described
above under the paragraph headed “Voting, anti-dilution and other rights attaching to the Convertible
Preferred Shares” in this circular. In the event a Convertible Preferred Shareholder elects to subscribe
in such an offering, the adjustment to the conversion price described in sub-point (A4) of the preceding
paragraph of this Note will not apply.

B. Each Convertible Preferred Share is convertible into such number of Shares equal to the Stated Value
of the Convertible Preferred Share of HK$1,000 per share divided by HK$2.725, subject to certain
adjustments to the conversion price in accordance with the anti-dilution provisions described Note A
above.

Board composition and representation

During the period commencing on the Closing Date and ending on the third anniversary
of the Closing Date, the Board shall consist of no more than 12 Directors, of whom four shall
be independent non-executive directors and at least two shall be members of the management
of the Company.

TPG shall be entitled to designate a total of two individuals for election to the Board,
which after three years from the Closing Date, may be reduced to one individual at the option
of the Company. Subject to the foregoing right of the Company, TPG shall be entitled to
designate two such individuals for so-long as TPG and Newbridge Capital Group, taken
together, beneficially own at least 50% of the number of Convertible Preferred Shares (or
Shares issuable upon conversion of the Convertible Preferred Shares) issued to them on the
Closing Date. For so long as TPG and Newbridge Capital Group, taken together, beneficially
own at least 25% of the number of Convertible Preferred Shares (or Shares issuable upon
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conversion of the Convertible Preferred Shares) issued to them on the Closing Date, TPG shall
be entitled to designate one such individual.

The General Atlantic Group shall be entitled to designate one individual for election to
the Board for so long as the General Atlantic Group beneficially owns at least 50% of the
number of Convertible Preferred Shares (or Shares issuable upon conversion of the Convertible
Preferred Shares) issued to the General Atlantic Group on the Closing Date.

If the Board shall determine in good faith that nomination of any individual designated
by an Investor for election to the Board would not be consistent with the fiduciary duties of
the Board, the Investor shall have the right to nominate another individual for election to the
Board. The Company is required to cause individuals nominated by the Investors to be elected
to the Board, including by placing such individuals on the slate of nominees recommended for
election and soliciting proxies for the election of such individuals. If individuals nominated by
the Investors are not elected to the Board, the Company undertakes to use its reasonable best
efforts to cause a Director (other than a Director nominated by an Investor or an independent
non-executive Director; in other words, likely to be a Director nominated by the Major
Shareholder) to resign and to be elected in place of such Director an individual (not being the
individual originally failed to be elected to the Board) nominated by the Investors. Such
undertaking is subject at all times to the Board’s duty to act in the best interests of the
Company and its shareholders.

For so long as any Investor is entitled to designate an individual for election to the Board,
at least one such individual who is appointed as a Director shall be appointed as a member of
each committee of the Board (such as the audit committee and the remuneration committee).
In the event that such individual does not satisfy the relevant eligibility criteria set out under
the Listing Rules (because, for example, the Director is not an independent non-executive
director of the Company), such Director nominated by the Investor shall have the right to
attend each such committee meetings as an observer. Such observer will be entitled to observe
all proceedings of such committee meeting but he will not have the right to vote or otherwise
participate in such committee meetings. For the avoidance of doubt, only an Investor
nominated individual who is appointed as a Director can serve as an observer of such
committee and accordingly he will be subject to the usual fiduciary duties and other
requirements imposed by the laws and the Listing Rules on a director including the duty to
keep confidential all the material non-public information obtained from the meetings of the
committees to which he is an observer. Further, pursuant to the Investment Agreement, the
Investors and their representatives undertake confidentiality obligations to the Company (under
which they cannot disclose any such confidential information to the public). The Investors have
agreed to use such information only in connection with their investment in the Company as
well as their rights and obligations under the Investment Agreement.

In general, in the event that the Board is required to decide on an issue in respect of which
there is a conflict of interest on the part of a Director appointed by the Investors (such as,
where applicable, the determination of pricing and other matters incidental to a below-market
issuance undertaken by the Company), the Director appointed by the Investors will not
participate in the relevant decision-making process.
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PRINCIPAL TERMS OF THE WARRANTS
Issuer

The Company
Number of Warrants

Warrants conferring rights to subscribe for up to a total of 237,417,474 Warrant Shares
at an initial Exercise Price of HK$2.725 per Share, subject to certain anti-dilution adjustments.

Status

The Warrants will be constituted by a deed poll to be executed by the Company at
Closing. The Warrants will not be listed on the Stock Exchange or any other stock market.
However, the Company will apply for the listing on the Stock Exchange of the Shares issuable
upon the exercise of the Warrants.

Form

The Warrants will be issued in registered form. Definitive certificates will be issued to the
Investors as holders of the Warrants.

The Issue Price and Exercise Price

The Warrants are to be issued in conjunction with the Convertible Preferred Shares and
there is no separate issue price for the Warrants.

Each Warrant carries the right to subscribe for one Warrant Share at the initial Exercise
Price of HK$2.725, subject to certain anti-dilution adjustments. The initial Exercise Price was
determined at arm’s length between the Investors and the Company on the basis of the share
price of the Shares at the time of negotiation, expectations on the future share price
performance of the Company and the Investors’ consideration of the prospects of the Group at
the time of negotiation.

The initial Exercise Price represents a premium of 6.86% compared to the closing price
of the Shares of HK$2.55 as quoted on the Stock Exchange on 24 March 2005, being the latest
closing price before the date of the Investment Agreement, a premium of 9.66% compared to
the average closing prices of the Shares of HK$2.485 for the five consecutive trading days up
to and including 24 March 2005, a premium of 9.99% compared to the average closing prices
of the Shares of HK$2.4775 for the ten consecutive trading days up to and including 24 March
2005, a premium of 16.70% compared to the average closing prices of the Shares of HK$2.335
for the thirty consecutive trading days up to and including 24 March 2005, and a premium of
20.93% compared to the average closing prices of the Shares of HK$2.253 for the sixty
consecutive trading days up to and including 24 March 2005.
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The Exercise Price must be paid in cash. However, the Investors will also be entitled to
pay the portion of the Exercise Price in excess of the nominal value of HK$0.025 per Share
using the in-the-money value of other Warrants. An Investor wishing to exchange Warrants
pursuant to this right will deliver a notice to the Company, stating the number of Shares for
which it wishes to subscribe, accompanied by the same number of Warrants and cash in a
minimum amount equal to the aggregate nominal value of such number of Shares, plus
Warrants having an “in-the-money” value equal to the balance of the Exercise Price for such
Shares (after taking into account the cash payment of the nominal value of such Shares). A
Warrant’s “in-the-money value” is the excess, if any, of the market price on the date of the
exchange for a Share over the Exercise Price. Upon surrender of such Warrants and cash, the
Warrantholder will become entitled to receive the specified number of Shares. For example, if
the Exercise Price of the Warrant is HK$2.725, and the market price of one Share is HK$4.725,
the “in-the-money value” of the Warrant would be HK$2.00, which could be used to pay a
portion of the Exercise Price. It follows that, if an Investor wishes to acquire 100 Shares under
this exchange right, it would exercise 100 Warrants, having an aggregate Exercise Price of
HK$272.50, and in lieu of paying the entire Exercise Price in cash, surrender an additional 135
Warrants (which Warrants shall be cancelled upon surrender), having an aggregate “in-the-
money value” of HK$270, and pay HK$2.50 (being the nominal value of 100 Shares) in cash.

Where the number of Warrants that an Investor wishes to exercise has an aggregate
Exercise Price that (together with the cash payment made for the nominal value of the Warrant
Shares to be received) would require such Investor to surrender a fraction of a Warrant, the
Investor shall be required to pay cash rather than surrender such fractional amount. For
example if the Exercise Price of the Warrants is HK$2.725 and the market price of one Share
is HK$4.80, the “in-the-money” value of the Warrant would be HK$2.075. If an Investor
wishes to acquire 100 Shares by exercising its Warrants, it would exercise 100 Warrants,
having an aggregate exercise price of HK$272.50. The Investor would surrender 130 Warrants
having an aggregate “in-the-money” value of HK$269.75 and pay HK$2.75 (HK$2.50 being
the nominal value of 100 Shares and HK$0.25 being the amount necessary to pay the remainder
of the aggregate Exercise Price).

Owing to the right of the Investors to exchange Warrants for Warrant Shares as described
above, the aggregate amount of cash which the Company will receive upon full exercise of the
Warrants cannot be ascertained as at the date of this circular.

Exercise

The subscription rights attaching to the Warrants may be exercised, in whole or in part,
at any time from the Closing Date until the Expiry Date.

Shares that are to be issued upon exercise of the subscription rights attaching to the
Warrants will rank pari passu in all respects with the Shares in issue on the exercise date except
that they will not be entitled to any rights or entitlement to dividends or distributions the record
date for which precedes the exercise date. Application will be made to the Stock Exchange for
the listing of, and permission to deal in, the Warrant Shares to be allotted and issued upon
exercise of the subscription rights attaching to the Warrants.
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Upon exercise of the subscription rights attaching to the Warrants in full at an Exercise
Price of HK$2.725, 237,417,474 Shares will be issued, representing approximately 3.18% of
the issued share capital of the Company as at the Latest Practicable Date and approximately
2.63% of the issued share capital as enlarged by the allotment and issue of such Shares and
assuming the issue of 1,307,153,271 Shares to IBM upon closing of the IBM Acquisition.

Transferability

During the first 12 months from and after the Closing Date, the Investors are not
permitted to transfer any of the Warrants or the Warrant Shares. From and after the date
occurring 12 months and one day after the Closing Date, there will be no restrictions on the
transfers of the Warrants or Warrant Shares by the Investors, except as described below.

Subject to exceptions described below, during the first three years after the Closing,
Investors’ transfers of Warrants to third parties in private transactions will be subject to a right
of first refusal on the part of the Company, while transfers pursuant to market transactions and
those effected through brokers will be subject to the Company’s right of first offer.

In addition, transfers of Warrants and Warrant Shares by the Investors to any person who
holds, or would hold, as a result of any such transfer, more than 4.9% of the issued share capital
of the Company, or, to certain designated competitors of the Company, will be restricted when
it can be ascertained that the transferee meets the foregoing criteria. Designated competitors
generally include any person, together with its controlled affiliates, primarily engaged in the
computer business that has, together with its controlled affiliates, annual consolidated gross
revenues in excess of US$1,000,000,000.

Transfers of Warrants among the Investors will not be subject to the foregoing
resfrictions.

Voting, anti-dilution and other rights of the Warrantholders

The Warrantholders shall not have any right to attend or vote at any general meeting of
the Company by virtue of holding the Warrants.

Right to subscribe in below-market issuance (an anti-dilution right)

The Warrantholders shall have the right, when the Company proposes to issue shares (or
rights, warrants or options exercisable for or convertible into shares) at below the then current
market value, to subscribe in such proposed issue on the same terms as that offered by the
Company to other subscribers in an amount no greater than the percentage of the shares, rights
or securities so offered as equals the percentage of the issued Shares and Non-voting Shares
represented by the Warrant Shares issuable upon exercise of Warrants held by such
Warrantholders, unless such shares are being (1) sold as part of a Qualifying Issuance (as
defined in the paragraph headed “Voting, anti-dilution and other rights attaching to the
Convertible Preferred Shares” above), (2) issued as part of a share dividend, (3) issued as part
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of a reclassification of the Company’s securities, or (4) issuance in connection with an
employees benefit plan approved by the Company’s Board. Neither the existence nor the
exercise of the above-mentioned participation right will in itself require the Company to issue
securities in addition to those contemplated to be issued and allotted under the relevant
below-market issuance.

Adjustment of Exercise Price

In addition, the Exercise Price will be adjusted to account for stock dividends, stock
splits, reclassifications and below market issuances in which a Warrantholder elects not to
participate.

Notes:

1. The Exercise Price will be adjusted downwards in the event that at any time after the original issuance of the
Warrants, the Company (Al) pays a dividend or other distribution on the Shares, such dividend payable in
whole or in part, in Shares. (A2) subdivides any of its issued Shares into a greater number of Shares, (A3)
distributes certain special dividends in the form of evidence of its indebtedness or assets (except (a) Shares,
rights, options or warrants issued in a below-market issuance in which a Warrantholder has a right to subscribe
for Shares or a Qualifying Issuance. (b) any dividend or distribution paid exclusively in cash, (¢) any dividend
or distribution paid exclusively in Shares or (d) any dividend or distribution in a merger, sale, transfer, share
exchange, reclassification or similar transaction in which the Shares are converted into the right to receive
securities, cash or other property) to holders of Shares, (A4) issues Shares (or rights, warrants or options
exercisable for or convertible into Shares) at a price that is less than 85% of the then-current market price, (AS)
distributes cash dividends that exceed the greater of (i) 2.0% of the product of (A) the current market price
per Share on the date fixed for the determination of shareholders entitled to receive such distribution multiplied
by (B) the number of issued Shares on such date, then, and in each such case, immediately after the close of
business on the date fixed for such determination, and (ii) 35% of the consolidated net earnings of the
Company for the 12-month period preceding the date fixed for the determination of the shareholders entitled
to receive such distribution, (A6) reclassifies its Shares into other securities. The adjustment of the Exercise
Price will be carried out pursuant to formulae that are customary for convertible bonds or warrants and are
designed to assure the Investors that the amount and value of the Shares received upon exercise of the Warrants
will remain stable or that adjustments are made to protect their investment if the attributes of the Shares are
changed (note: certain figures used in such formulae are calculated on the assumption that the discount of the
below-market issuance is 15%, before an adjustment to the Exercise Price is triggered). The adjustments will
be made in accordance with the commercial terms agreed among the Investors and the Company as set forth
in the Investment Agreement. The auditors will be involved solely to ensure that the calculations are correct
by reference to the terms of the Warrants.

[ %3

The Warrantholders will not benefit from “double protection™ by having the above-mentioned participation
right because the participation right and Exercise Price adjustment are mutually exclusive. If the
Warrantholders elect to exercise the participation right in the event of a below-market issuance, the Exercise
Price will not be further adjusted to reflect the dilution resulting from such share issuance.

Independent shareholders' approval where Warrantholder becomes connected person

Please note that in the event that a Warrantholder becomes a connected person of the
Company (as defined in the Listing Rules), as a result of, for example, further acquisition of
Shares, then at the time it exercises the above-mentioned participation right, and provided that:

(a) a Director (including any Director appointed by the Warrantholder, where
applicable) having a material interest in the relevant below-market issuance of
shares by the Company will abstain from voting in the determination of the pricing
of the issuance and be excluded from the quorum in the relevant Board meetings
where such abstention and exclusion are required by applicable laws, rules or the
Articles of Association at the relevant time (note: such abstention and exclusion are
required under applicable laws, rules and the Articles of Association in force as at
the date of this circular; and
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(b) the proposed issuance as well as allotment of Shares as a result of the below-market
issuance and the exercise of the said participation right will be undertaken pursuant
to the general mandate approved by the Shareholders at the Company’s preceding
annual general meeting; and

(c) the price of the below-market issuance does not represent a discount of more than
10% to the benchmarked price referred to in Rule 13.36(5) of the Listing Rules at
the relevant time,

the proposed exercise of participation right by that Warrantholder will not be subject to further
shareholders’ approval. Otherwise, the Company will comply with all applicable requirements
under Chapter 14A of the Listing Rules in respect of such proposed exercise of participation
right by the Warrantholder in advance of the same.

Any modification of a Warrant or the provisions of the Warrant certificates may be
effected only by deed poll and must be approved by a resolution passed at a meeting of
Warrantholders and carried by a majority consisting of not less than 75% of the votes cast at
such meeting,

RISK FACTORS IN RELATION TO CERTAIN FEATURES OF THE CONVERTIBLE
PREFERRED SHARES AND THE WARRANTS

Risks associated with below-market anti-dilution mechanisms

If as a result of a below market issuance of Shares, the conversion price for the
Convertible Preferred Shares is adjusted or the Exercise Price of the Warrants is reduced, the
Company’s shareholders will be subject to greater dilution when and if the Convertible
Preferred Shares are converted into Shares or the Warrants are exercised (as the case may be).
The amount of dilution cannot be quantified at this time as it is a function of numerous factors,
including the market value of the Shares, the offer price in the below market issuance, when
and if the Convertible Preferred Shares are converted into Shares as well as when and if the
Warrants are exercised. As a result, a below market issuance that requires an adjustment of the
conversion price for the Convertible Preferred Shares or the Exercise Price could have an
adverse effect on the per share value of the Shares.

Risks relating to the participation right of Convertible Preferred Shareholders and
Warrantholders

If a Convertible Preferred Shareholder or Warrantholder chooses to participate in a below
market offering, the Convertible Preferred Shareholder or Warrantholder (as the case may be)
will be able to protect its investment from being diluted by purchasing Shares at the same price
offered to other potential purchasers up to the amounts specified above. The effect of this
provision is the same as other contractual pre-emption rights. In the absence of such right, a
Shareholder may not be able to participate in an offering of the Company’s Shares and its
ownership interest will be diluted as a result.
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However, the existing shareholders of the Company will generally not suffer any
additional dilutive effect as a result of the Convertible Preferred Shareholders or
Warrantholders exercising the above-mentioned participation right in a below-market issuance
because the Company will not be required to issue any additional shares to satisfy the
Convertible Preferred Shareholders’ or Warrantholders’ participation right. By way of
illustration, where the Company proposes, pursuant to the general mandate which is approved
by the Shareholders at the preceding annual general meeting to undertake a placing of Shares
equal to 5% of the Company's total issued capital to a third party at a price which is 10% below
the then market price of the Shares and the Convertible Preferred Shareholders or
Warrantholders decide to exercise their participation right, the number of Shares which the
third party is entitled to subscribe for would be reduced to account for the exercise of such
Convertible Preferred Shareholders’ or Warrantholders® participation right so that the Company
would issue no more than the 5% of share capital it originally intended to place to the third
party. Consequently, the other Shareholders do not suffer any more dilution than they would
have if the entire 5% of the share capital was sold to the third party purchaser. In addition, the
provision in the Convertible Preferred Shares and the Warrants do not change in any way the
restrictions of the Listing Rules or the Company’s general mandate which are designed to
protect the interests of the Shareholders.

Risks related to the Investors’ right to exchange Warrants for Warrant Shares

If an Investor chooses to exercise its Warrants by paying for the portion of the Exercise
Price in excess of the nominal value of the Shares using the in-the-money value of other
Warrants, the Company will receive substantially less cash as a result of such exercise. As the
cash received from the exercise of Warrants represents a potential source of funds for the
Company, such feature of the Warrants may require the Company to seek alternative sources
for the funds that it would otherwise have received if the entire Exercise Price must be paid
in cash.

However, the Shareholders will suffer less dilution in the event of an Investor exercising
its right to pay a portion of the Exercise Price by surrendering Warrants as the additional
Warrants used to pay a portion of the Exercise Price in lieu of cash could have been exercised
to acquire additional Shares.

ACCOUNTING TREATMENT OF THE CONVERTIBLE PREFERRED SHARES AND
THE WARRANTS

Under Hong Kong Financial Reporting Standards, the Convertible Preferred Shares is a
compound financial instrument, containing both a financial liability component and an equity
component. On initial recognition: (a) fair value of the financial liability component is
determined using valuation technique with reference to the present value of future cash flows
on redemption and cumulative preferential cash dividend payments; and (b) the residual
amount, determined by deducting the fair value of the financial liability component from the
carrying amount of the Convertible Preferred Shares, is regarded as the equity component. In
subsequent periods, the financial liability component is measured at amortized cost using the
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effective interest method. Upon conversion: (i) the financial liability component is
derecognised and an equity of the same amount is recognised; and (ii) the original equity
component will remain as equity.

Under Hong Kong Financial Reporting Standards, the Warrants will be treated as a
financial liability and measured at fair value through the Company’s profit and loss account.

MATERIAL TERMS

All the material terms of the Convertible Preferred Shares and the Warrants as
documented under the Investment Agreement and the deed poll constituting the Warrants which
the Directors consider should be brought to the attention of the Shareholders have been
disclosed in this Letter from the Board.

SPECIAL RESOLUTION REGARDING PROPOSED AMENDMENT TO THE
ARTICLES OF ASSOCIATION

The Board proposes a special resolution for amending the Articles of Association to
entrench the terms of the Convertible Preferred Shares. A full text of such a special resolution
is contained in the notice of the Extraordinary General Meeting set out on pages 28 to 59 of

this circular.
SHAREHOLDERS’ APPROVAL

The issue of the Convertible Preferred Shares and the Shares to be issued upon conversion
of the Convertible Preferred Shares, the issue of the Warrants and the Warrant Shares to be
issued upon exercise of the subscription rights attaching to the Warrants as well as the granting
of certain anti-dilution rights to the Convertible Preferred Shareholders and the Warrantholders
are subject to the approval by the Shareholders at the Extraordinary General Meeting.

Neither the Major Shareholder nor its associates has any interest in the issuance of the
Convertible Preferred Shares and the Warrants which is different from that of the other
Shareholders. Hence, the Major Shareholder will not be required to abstain from voting at the
Extraordinary General Meeting. The Company is not aware of any Shareholder who will need
to abstain from voting at the Extraordinary General Meeting.

EXTRAORDINARY GENERAL MEETING AND VOTING UNDERTAKING

A notice convening the Extraordinary General Meeting to be held at 9:30 a.m. on Friday,
13 May 2005 at Harcourt Room, Lower Lobby, Conrad Hong Kong, Pacific Place, 88
Queensway, Hong Kong or any adjournment thereof is set out on pages 28 to 59 of this circular.

A form of proxy for use by the Shareholders at the Extraordinary General Meeting is
enclosed. Whether or not you are able to attend the meeting in person, you are requested to
complete and return the form of proxy in accordance with the instructions printed thereon to
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the share registrar of the Company, Abacus Share Registrars Limited at Ground Floor, Bank of
East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong as soon as possible
and in any event not later than 48 hours before the time appointed for holding such meeting
or any adjourned meeting (as the case may be). Completion and return of the form of proxy will
not preclude you from attending and voting in person at the Extraordinary General Meeting or
any adjourned meeting thereof (as the case may be) and in such event, the relevant forms of
proxy shall be deemed to be revoked.

The votes to be taken at the Extraordinary General Meeting will be taken by poll.

Pursuant to Article 73 of the Articles of Association, a poll may be demanded by the
Chairman or:

(a) by at least three Shareholders present in person or by proxy for the time being
entitled to vote at the meeting; or

(b) by any Shareholder present in person or by proxy and representing no less than
one-tenth of the total voting rights of all the Shareholders having the right to vote
at the meeting; or

(¢) by any Shareholder present in person or by proxy and holding shares in the
Company conferring a right to vote at the meeting being shares on which an
aggregate sum has been paid up equal to and not less than one-tenth of the total sum
paid up on all the Shares conferring that right.

Subject to any applicable laws or regulations, the Listing Rules and decisions of any
applicable authority, the Major Shareholder has, under the Voting Undertaking, undertaken and
agreed with the Investors to vote (or procure to be voted) in favour of any resolutions to
approve the Investment Agreement, the deed poll relating to the Warrants and other agreements
relating to the transactions mentioned herein, and any action and transaction contemplated
under such agreements at any shareholder meeting and Board meeting.

RECOMMENDATION

The Directors consider that the issue of the Convertible Preferred Shares and the Warrants
(notwithstanding the anti-dilution rights that may put the Convertible Preferred Shareholders
and the Warrantholders in a better position as compared with the other Shareholders) as well
as the proposed amendment to the Articles of Association are in the best interests of the
Company and the Shareholders as a whole and, accordingly, the Directors recommend all the
Shareholders to vote in favour of the resolutions to be proposed to the Extraordinary General
Meeting.

By order of the Board

Liu Chuanzhi
Chairman
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lenovo ixig
Lenovo Group Limited BREBHERA T

{(Incorporated in Hong Kong with limited liability)

NOTICE IS HEREBY GIVEN that an extraordinary general meeting of Lenovo Group
Limited (the “Company”) will be held at 9:30 a.m. on Friday, 13 May 2005 at Harcourt Room,
Lower Lobby, Conrad Hong Kong, Pacific Place, 88 Queensway, Hong Kong for the purpose
of considering and, if thought fit, passing, with or without modification, the following

resolutions:
ORDINARY RESOLUTION
(1) “THAT:
(a) the authorised share capital of the Company be and is hereby increased from

(b)

HK$500,000,000 divided into 20,000,000,000 shares of HK$0.025 each to
HK$527,525,000 divided into 20,000,000,000 ordinary shares of HK$0.025 each
and 3,000,000 Series A Cumulative Convertible Preferred Shares, of nominal value
HK$9.175 each and stated value HK$1,000 each (the “Series A Preferred Shares”),
with the respective rights and privileges and subject to the restrictions set out in the
Articles of Association of the Company as amended by Resolution (2) set out below;

conditional upon the Listing Committee of The Stock Exchange of Hong Kong
Limited granting the listing of and the permission to deal in the Ordinary Shares
issuable upon the subscription rights attaching to the Warrants (as defined below) in
accordance with the deed poll, dated as of the seventh anniversary of the Issue Date
(the “Warrant Instrument”) or upon the conversion of the Series A Preferred
Shares in accordance with Article A(8) of Resolution (2) set out below, the Directors
be and are hereby authorised;

(i) to create and grant warrants (“Warrants”) to subscribe for 237,417,474 new
Ordinary Shares at any time on or after the Issue Date until the fifth
anniversary thereof (both dates inclusive) at the Exercise Price, on the terms
and conditions set out in the Warrant Instrument (a copy of a draft Warrant
Instrument is produced to the meeting marked “A” and signed by the Chairman
of the meeting for the purpose of identification) and the granting of certain
anti-dilution rights to the holders of Warrants thereunder;

(ii) to allot and issue to the holders of the Warrants such number of Ordinary
Shares as are issuable from time to time upon the exercise of the Warrants in
accordance with the Warrant Instrument, and to allot and issue to the holders
of the Series A Preferred Shares such number of Ordinary Shares as are
issuable from time to time upon the conversion of the Series A Preferred Shares
in accordance with the terms set out in the Articles of Association as amended
by Resolution (2) set out below; and

- 28 -



NOTICE OF THE EXTRAORDINARY GENERAL MEETING

{i1i) to do all such acts and things as they consider necessary or expedient to give
effect to the grant of the Warrants on the terms set out in the Warrant
Instrument, the issue of the Series A Preferred Shares on the terms set out in
Resolution (2) below and the foregoing arrangements™;

SPECIAL RESOLUTION

(2) “THAT, subject to the passing of Resolution (1}):

(a)

(b)

A.

(1) Rank

(a)

the issue by the Company of 2,730,000 Series A Preferred Shares on the terms of and
pursuant to the Investment Agreement, dated as of 30 March 2005, by and among
TPG IV Acquisition Company LLC, Newbridge Asia Acquisition Company LLC,
General Atlantic Partners (Bermuda), L.P., GAPSTAR, LLC, GAP Coinvestments
ITI, LLC, GAP Coinvestments IV, LLC, GAPCO GmbH & Co. KG and the Company
(and the granting of certain anti-dilution rights to the holders of such Series A
Preferred Shares thereunder) be and is hereby approved;

the Articles of Association of the Company be and are hereby amended by inserting
the following immediately after the existing Article 178 as new Article A:

“Series A Cumulative Convertible Preferred Shares

With respect to dividend rights, the Series A Preferred Shares shall rank (i) junior
to each other class or series of equity securities which by its terms ranks sentor to
the Series A Preferred Shares as to payment of dividends, (ii) on a parity with each
other class or series of equity securities which by its terms ranks on a parity with
the Series A Preferred Shares as to payment of dividends, and (iii) prior to the
Company’s ordinary shares (including the Ordinary Shares and the Company’s
non-voting ordinary shares, nominal value HK$0.025 per share (the “Non-Voting
Shares™)), and, except as specified above, all other classes and series of equity
securities of the Company issued after the date of the original issuance of Series A
Preferred Shares by the Company. With respect to dividends, all equity securities of
the Company to which the Series A Preferred Shares rank senior, including the
Ordinary Shares and the Non-Voting Shares, are collectively referred to herein as the
“Junior Dividend Securities”; all equity securities of the Company with which the
Series A Preferred Shares rank on a parity are collectively referred to herein as the
“Parity Dividend Securities”; and all equity securities of the Company to which the
Series A Preferred Shares rank junior are collectively referred to herein as the
“Senior Dividend Securities”.
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(b)

(c)

With respect to rights upon the distribution of assets upon liquidation, dissolution or
winding up of the Company, whether voluntary or involuntary (a “Liquidation™),
the Series A Preferred Shares shall rank (i) junior to each other class or series of
equity securities which by its terms ranks senior to the Series A Preferred Shares as
to distribution of assets upon a Liquidation, (ii) on a parity with each other class or
series of equity securities which by its terms ranks on a parity with the Series A
Preferred Shares as to distribution of assets upon a Liquidation, and (iii) prior to the
Company’s ordinary shares (including the Ordinary Shares and the Non-Voting
Shares) and, except as specified above, all other classes and series of equity
securities of the Company issued after the date of the original issuance of Series A
Preferred Shares by the Company. With respect to the distribution of assets upon a
Liquidation, whether voluntary or involuntary, all equity securities of the Company
to which the Series A Preferred Shares rank senior, including the Ordinary Shares
and the Non-Voting Shares, are collectively referred to herein as “Junior
Liquidation Securities”; all equity securities of the Company to which the Series
A Preferred Shares rank on parity, are collectively referred to herein as “Parity
Liquidation Securities”; and all equity securities of the Company to which the
Series A Preferred Shares rank junior are collectively referred to herein as “Senior
Liquidation Securities”.

The Series A Preferred Shares shall be subject to the creation of Junior Dividend
Securities and Junior Liquidation Securities (collectively, “Junior Securities”). No
Parity Dividend Securities or Parity Liquidation Securities (collectively, “Parity
Securities”), or Senior Dividend Securities or Senior Liquidation Securities
(collectively, “Senior Securities”) shall exist and be outstanding while any Series
A Preferred Shares shall be issued and outstanding be created except in accordance
with the terms hereof, including, without limitation, Article A(12)(a)(i) hereof.

(2) Dividends

(a)

(b)

Series A Preferred Shares shall accumulate dividends at a rate of 4.5% per annum
of the Stated Value. Dividends shall begin to accumulate on the Series A Preferred
Shares from the Issue Date and shall be deemed to accumulate from day to day
whether or not there shall be funds of the Company legally available for the payment
of such dividends and whether or not such dividends are declared. Dividends shall
accumulate on the basis of a 360-day year consisting of twelve 30-day months (four
90-day quarters), and any dividend payable on the Series A Preferred Shares for any
partial dividend period shall be computed based upon the actual number of days
elapsed in the period for which it is payable.

Payment of dividends shall be made in cash, in four equal quarterly instalments
(except that in the case of a partial dividend period, the instalment shall be
calculated in accordance with the last sentence of Article A(2)(a)) on the last day of
March, June, September and December of each year after the Issue Date, or if any
such date is not a Business Day, the Business Day next preceding such day (each
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(c)

such date, regardless of whether any dividends have been paid or declared and set
aside for payment on such date, a “Dividend Payment Date™), to the Holders as of
the fifteenth day prior to the relevant Dividend Payment Date. Dividends shall be
paid only when, as and if declared by the Board of Directors out of funds at the time
legally available for the payment of dividends provided that at the time of each such
payment, no default or event of default exists or would result from such payment
under the terms of the agreements governing indebtedness of the Company entered
into in connection with the Company’s acquisition of the personal computer
business of International Business Machines Corporation and outstanding on the
date hereof. Accumulated dividends (including dividends accumulated on any
Arrearage) not paid in cash on a Dividend Payment Date pursuant to the preceding
sentence shall constitute an Arrearage from and after such Dividend Payment Date.

Dividends on the Series A Preferred Shares shall be cumulative, and from and after
(i) any Dividend Payment Date on which any dividend, including any Arrearage, that
has accumulated or been deemed to have accumulated through such date (including
on any Arrearage) has not been paid in full, (ii) any payment date set for a
redemption pursuant to Article A(4) or Article A(5) on which any Redemption Price
is not paid in full or (iii) any payment date set for a redemption pursuant to Article
A(6) on which any COC Redemption Price is not paid in full, additional dividends
shall accumulate in respect of the amount of such unpaid dividends, unpaid
Redemption Price or unpaid COC Redemption Price, as the case may be (the
“Arrearage”). at the rate of 4.5% per annum (or such lesser rate as may be the
maximum rate that is then permitted by applicable law). Such additional dividends
in respect of any Arrearage shall be deemed to accumulate from day to day whether
or not there shall be funds of the Company legally available for the payment of such
dividends and whether or not such dividends are declared until the Arrearage is paid,
shall be calculated as of such successive Dividend Payment Date and shall constitute
an additional Arrearage from and after any Dividend Payment Date to the extent not
paid on such Dividend Payment Date. References in any Article herein to
“dividends” that have accumulated or that have been deemed to have accumulated
with respect to the Series A Preferred Shares shall include the amount, if any, of any
Arrearage together with any dividends accumulated or deemed to have accumulated
on any Arrearage pursuant to this Article A(2)(c). Additional dividends in respect of
any Arrearage may be declared and paid at any time, in whole or in part, without
reference to any regular Dividend Payment Date, to the Holders on such special
record date as may be fixed by the Board of Directors (which special record date
shall be no less than 5 days prior to the corresponding payment date). All dividends,
including dividends accumulated or deemed to have accumulated in respect of any
Arrearage shall be paid in cash subject to the proviso in the penultimate sentence of
Article A(2)(b).



NOTICE OF THE EXTRAORDINARY GENERAL MEETING

(d)

All dividends paid on the Series A Preferred Shares shall be allocated pro rata on a
share-by-share basis among all such Series A Preferred Shares then in issue.
Dividends that are declared and paid in an amount less than the full amount of
dividends, including any Arrearage, accumulated or deemed to have accumulated on
the Series A Preferred Shares (and on any Arrearage) shall be applied first to the
earliest dividend which has not theretofore been paid. All cash payments of
dividends on the Series A Preferred Shares shall be made in such currency of Hong
Kong as at the time of payment is legal tender for payment of public and private
debts.

(3) Liquidation Preference

(a)

(b)

In the event of a Liquidation, before any payment shall be made or any assets
distributed to the holders of any Junior Liquidation Securities, the Holders of Series
A Preferred Shares then in issue shall be entitled to receive out of the assets of the
Company an amount per share equal to the sum of (i) the unpaid dividends and
Arrearages, if any, accumulated or deemed to have accumulated thereon (including
on any Arrearage) to the date of final distribution to such Holders, whether or not
such dividends are or have been declared or earned, and (ii) the Stated Value thereof,
and no more. After any such payment in full, the holders of Series A Preferred
Shares shall not, as such, be entitled to any further participation in any distribution
of assets of the Company. All the assets of the Company available for distribution
to shareholders after payment of the liquidation preferences of any Senior
Liquidation Securities shall be distributed ratably (in proportion to the full
distributable amounts to which holders of Series A Preferred Shares and Parity
Liquidation Securities, if any, are respectively entitled upon such Liquidation)
among the holders of the Series A Preferred Shares then in issue and Parity
Liquidation Securities, if any, when such assets are not sufficient to pay in full the

aggregate amounts payable thereon.

Neither a consolidation, amalgamation, or merger of the Company with or into any
other Person or Persons, nor a sale, conveyance, lease, exchange or transfer of all
or a substantial part of the Company’s assets for cash, securities or other property
to a Person or Persons shall be deemed to be a Liquidation for purposes of this
Article A(3), but the Holders shall nevertheless be entitled from and after any such
consolidation, amalgamation, merger or sale, conveyance, lease, exchange or
transfer of all or a substantial part of the Company’s assets to the rights provided by
this Article A(3) following any such transaction (and such rights shall be in addition
to the rights provided by Article A(6)).
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(4) Redemption at the Option of the Company

(a)

(b)

At any time or from time to time, on and after the seventh anniversary of the Issue
Date, the Company shall have the right (subject to the legal availability of funds
therefor), at its option and election at any time, or from time to time, to redeem all
or part (in minimum increments of 1,000 shares) the issued and outstanding Series
A Preferred Shares in accordance with the provisions of this Article A(4). The
redemption price for such Series A Preferred Shares shall be paid in cash out of
funds legally available therefor and shall be in an amount per share equal to the sum
of (i) the unpaid dividends and Arrearages, if any, accumulated or deemed to have
accumulated thereon (including on any Arrearage) to the date of actual payment of
the Redemption Price, whether or not such dividends are or have been declared, and
(i1) the Stated Value (such sum being referred to as the “Redemption Price”). In
case of any redemption under this Article A(4) of less than all of the Series A
Preferred Shares, the shares to be redeemed shall be redeemed on a pro rata basis
among all Holders.

Written notice of the redemption of the issued and outstanding Series A Preferred
Shares pursuant to this Article A(4) (the “Redemption Notice”) shall be sent to all
Holders to be redeemed by first class mail, postage prepaid, at each such Holder’s
address as it appears on the register of members of the Company, not more than 60
nor fewer than 30 days prior to the date fixed for redemption pursuant to this Article
A(4) (the “Redemption Date”); provided, however, that any failure to give such
Redemption Notice or any defect therein or in the mailing thereof shall not affect the
validity of the proceedings for the redemption of any Series A Preferred Shares,
except as to any Holder to whom the Company has failed to give such Redemption
Notice or except as to any Holder to whom such Redemption Notice was defective.
In order to facilitate the redemption of Series A Preferred Shares pursuant to this
Article A(4), the Board of Directors may fix a record date for the determination of
the Holders whose Series A Preferred Shares will be redeemed, which record date
shall not be more than five Business Days prior to the date such Redemption Notice
is mailed. In addition to any information required by law, such Redemption Notice
shall state: (i) the Redemption Date; (ii) the record date, if any; (iii) the Redemption
Price; (iv) the number of Series A Preferred Shares to be redeemed and, if fewer than
all Series A Preferred Shares held by such Holder are to be redeemed, the number
of such Holder’s Series A Preferred Shares to be redeemed; (v) the place or places
where certificates for such Series A Preferred Shares are to be surrendered for
payment of the Redemption Price; (vi) that payment of the Redemption Price of
Series A Preferred Shares will be made only upon surrender of the certificates
representing such shares as specified in such Redemption Notice; and (vii) that,
unless the Company defaults in paying the Redemption Price of the Series A
Preferred Shares called for redemption, dividends on such Series A Preferred Shares
shall cease to accumulate on and after the Redemption Date. Upon the mailing of
any such Redemption Notice, the Company shall become obligated to redeem at the
time of redemption specified therein Series A Preferred Shares called for
redemption. Notwithstanding any other provision of this Article A(4), each Holder
of a Series A Preferred Share shall have the right to convert such Series A Preferred
Share into Ordinary Shares pursuant to Article A(8) at any time prior to the
Redemption Date.
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(c)

(d)

The Company shall, no later than 11:00 a.m.', Hong Kong time, on any Redemption
Date pursuant to this Article A(4), deposit with its share registrar or other
redemption agent having a capital and surplus of at least US$250,000,000, as a trust
fund for the benefit of the Holders of the Series A Preferred Shares to be redeemed,
cash that is sufficient in amount to redeem the Series A Preferred Shares to be
redeemed in accordance with the notice required by Article A4(b) (other than those
theretofore surrendered for conversion into Ordinary Shares), with irrevocable
instructions and authority to such share registrar or other redemption agent to pay
to the respective Holders of such shares, as evidenced by a list of such Holders
certified by an officer of the Company, the aggregate Redemption Price for the
shares to be redeemed upon surrender of their respective share certificates. Any such
deposit of funds shall be irrevocable, except that (i) if any Series A Preferred Shares
called for redemption are converted pursuant Article A(8), any funds deposited with
such share registrar or other redemption agent shall be paid to the Company upon
its request, and (ii) any balance of monies so deposited by the Company and
unclaimed by the Holders of the Series A Preferred Shares entitled thereto at the
expiration of 12 months from the applicable Redemption Date shall be repaid,
together with any interest or other earnings earned thereon, to the Company. After
any such repayment, such transfer or redemption agent shall be relieved of all
responsibility to the Holders entitled to the funds so repaid, and such Holders shall
look only to the Company for payment without interest or other earnings as general
creditors of the Company.

If (i) a Redemption Notice has been mailed in accordance with Article A(4)(b) above
and (i1) on or before the applicable Redemption Date, all funds necessary for such
redemption have been deposited as provided in Article A(4)(c), then, from and after
such Redemption Date, dividends on the Series A Preferred Shares so called for
redemption shall cease to accumulate, and said shares shall no longer be deemed to
be in issue and shall not have the status of Series A Preferred Shares, whether or not
certificates representing such Series A Preferred Shares have been delivered to the
share registrar of the Company, and all rights of the Holders thereof as Holders
(except the right to receive from the Company the Redemption Price for each of such
Holder’s Series A Preferred Shares) shall cease. Upon surrender, in accordance with
the relevant Redemption Notice, of the certificates for any shares so redeemed, such
shares shall be redeemed by the Company at the Redemption Price and thereafter
cancelled in accordance with the Companies Ordinance. Notwithstanding the
foregoing provisions of this Article A(4)(d), if the Company shall default in the
payment of the Redemption Price in respect of any Series A Preferred Share on the
applicable Redemption Date, dividends on such share shall continue to accumulate,
and the Holder of such share shall continue to have all rights as a Holder of such’
Series A Preferred Share unless and until such share is redeemed and such price is
paid in accordance with the terms hereof.
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(5) Redemption at the Option of the Holder

(a)

(b)

(©)

At any time or from time to time, on and after the seventh anniversary of the Issue
Date, any Holder, in accordance with the procedures set forth in this Article A(5),
may require the Company to redeem all or any part of such Holder’s Series A
Preferred Shares at a price per share equal to the Redemption Price.

In the event a Holder shall elect to require the Company to redeem all or any portion
of such Holder’s Series A Preferred Shares (in minimum increments of 1,000 shares)
pursuant to this Article A(5), such Holder shall deliver a written notice (a “Holder
Notice”) to the Company so stating, it being understood that such Holder shall have
the right to deliver a Holder Notice prior to the seventh anniversary of the Issue
Date; provided that the Holder Optional Redemption Date shall be after the seventh
anniversary of the Issue Date. The Holder Notice (and each Subsequent Notice, as
defined below) shall include: (i) the certificate number and number of Series A
Preferred Shares to be redeemed and (ii) the account or accounts (together with wire
payment instructions) into which the Redemption Price is to be paid. On or prior to
the 10th day after receipt of any Holder Notice, the Company shall send a notice of
redemption pursuant to this Article A(5) (a “Notice of Holder Optional
Redemption”) to all Holders, by first class mail, postage prepaid, at each such
Holder's address as it appears on the register of members of the Company, which
notice shall specify the date fixed for redemption pursuant to this Article A(S) (the
“Holder Optional Redemption Date”), which shall be not more than 60 nor fewer
than 30 days after the date of such Notice of Holder Optional Redemption; provided,
however, that any failure to give such Notice of Holder Optional Redemption or any
defect therein or in the mailing thereof shall not affect the validity of the
proceedings for the redemption of any Series A Preferred Shares, except as to any
Holder to whom the Company has failed to give such Notice of Holder Optional
Redemption or to whom such notice was defective. In addition to any information
required by law, such Notice of Holder Optional Redemption shall state: (i) the
Holder Optional Redemption Date; (ii) the Redemption Price; (iii) the place or
places where certificates for such Series A Preferred Shares are to be surrendered for
payment of the Redemption Price; (iv) that payment of the Redemption Price of
Series A Preferred Shares will be made only upon surrender of such shares as
specified in such Notice of Holder Optional Redemption; and (v) that, unless the
Company defaults in paying the Redemption Price of the Series A Preferred Shares
called for redemption, dividends on such Series A Preferred Shares shall cease to
accumulate on and after the Holder Optional Redemption Date.

At any time during the period from delivery of a Holder Notice until the date that
is 15 days prior to the Holder Optional Redemption Date, any Holder shall be
entitled to deliver additional written notices (eacﬁ, a “Subsequent Notice™) to the
Company electing to require the Company to redeem all or any portion of the Series
A Preferred Shares held by such Holder on the Holder Optional Redemption Date
(other than those theretofore surrendered for conversion into Ordinary Shares). The
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(d)

(e)

Company shall redeem all of the Series A Preferred Shares specified in the Holder
Notice and any Subsequent Notice delivered in accordance with this Article A(5)(c)
(other than those theretofore surrendered for conversion into Ordinary Shares) on
the Holder Optional Redemption Date, as provided in Article A(5)(d). Upon the
mailing of any Holder Notice or timely Subsequent Notice, such Holder shall be
deemed to have irrevocably elected to cause the Company to redeem the number of
such Holder’s Series A Preferred Shares specified in such Holder Notice or
Subsequent Notice. Upon the mailing of any Holder Notice or timely Subsequent
Notice, the Company shall become obligated to redeem at the time of redemption
specified therein the number of such Series A Preferred Shares specified therein out
of funds legally available therefor.

In the event a Holder shall deliver a Holder Notice or a Subsequent Notice to the
Company pursuant to Article A(5)(b), the Company shall, no later than 11:00 a.m.,
Hong Kong time on the Holder Optional Redemption Date, pay, by wire transfer of
immediately available funds to the account or accounts specified by the Holder in
the Holder Notice or Subsequent Notice, cash that is sufficient in amount to redeem
the shares to be redeemed in accordance with Article A(5)(b) (other than those
theretofore surrendered for conversion into Ordinary Shares); provided that, prior to
the Holder Optional Redemption Date, such Holder shall have delivered to the
Company the certificate or certificates representing the Series A Preferred Shares to
be redeemed. Notwithstanding any other provision of this Article A(5), each Holder
of a Series A Preferred Share shall have the right to convert such Series A Preferred
Share into Ordinary Shares pursuant to Article A(8) at any time prior to the Holder
Optional Redemption Date.

From and after the date on which payment of the Redemption Price is made as
provided in Article A(5)(d), dividends on the Series A Preferred Shares so redeemed
shall cease to accumulate, and said shares shall be cancelled in accordance with the
Companies Ordinance, whether or not certificates representing such Series A
Preferred Shares have been delivered to the share registrar, and all rights of the
Holders thereof as Holders shall cease. Notwithstanding the foregoing provisions of
this Article A(5)(e), if the Company shall default in the payment of the Redemption
Price in respect of any Series A Preferred Share on the applicable Holder Optional
Redemption Date, dividends on such share shall continue to accumulate, and the
Holder of such Series A Preferred Share shall continue to have all rights as a Holder
of such share unless and until such share is redeemed and such Redemption Price is
paid in accordance with the terms hereof.

(6) Redemption Upon a Change of Control

(a)

In the event there occurs a Change of Control, any Holder as of the date of such
Change of Control, in accordance with the procedures set forth in this Article A(6),
may require the Company to redeem any or all of the Series A Preferred Shares held
by such Holder at a price per share equal to the sum of (i) 100% of the unpaid
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(b)

©)

dividends, if any, accumulated or deemed to have accumulated thereon (including on
any Arrearage) to the date of actual payment of the COC Redemption Price that have
not become Arrearages, whether or not such dividends are or have been declared,
and (ii) 101% of the sum of the Stated Value plus any Arrearages (the “COC
Redemption Price”).

Notice of any Change of Control (a “Change of Control Notice”) shall be sent to
all Holders on or prior to the fifth Business Day after a Change of Control. Failure
by the Company to give the Change of Control Notice or any defect therein or in the
mailing thereof shall not affect the validity of the proceedings for the redemption of
any Series A Preferred Shares, except as to any Holder to whom the Company has
failed to give such Change of Control Notice or except as to any Holder to whom
such notice was defective. In addition to any information required by law, such
Change of Control Notice shall set forth: (i) in reasonable detail the transaction or
transactions constituting such Change of Control and set forth each Holder’s right
to require the Company to redeem any and all Series A Preferred Shares held by such
Holder out of funds legally available therefor; (ii) the date fixed for redemption
pursuant to this Article A(6) (the “COC Redemption Date”), which date shall be
not fewer than 30 nor more than 45 days after the date of such Change of Control
Notice; (iii) the COC Redemption Price; (iv) the procedures to be followed by such
Holders in exercising their rights to cause such redemption, including the place or
places where certificates for such shares are to be surrendered for payment of the
COC Redemption Price; (v) that payment of the COC Redemption Price of Series A
Shares called for redemption will be made only upon surrender of the certificates
representing such shares as specified in the Change of Control Notice; and (vi) that,
unless the Company defaults in paying the COC Redemption Price of the Series A
Preferred Shares as to which a COC Redemption Notice is delivered in accordance
with this Article A(6), dividends on each Series A Preferred Share to be redeemed
shall cease to accumulate on the COC Redemption Date.

In the event a Holder shall elect to require the Company to redeem any or all of such
Holder’s Series A Preferred Shares pursuant to this Article A(6), such Holder shall
deliver, at least 15 days prior to the COC Redemption Date specified in the Change
of Control Notice, or, if such notice is not given as required by under Article
A(6)(b), at any time following the last day on which the Company was required to
give such notice (in which case the COC Redemption Date with respect to the
Change of Control shall be the date which is the later of (x) 15 days following the
last day the Company was required to give the Change of Control Notice in
accordance with Article A(6)(b) and (y) 30 days following the delivery of such
election by such Holder), a written notice (the “COC Redemption Notice”), in the
reasonable form specified by the Company, to the Company stating: (i) the
certificate number and number of Series A Preferred Shares to be redeemed pursuant
to this Article A(6) and (ii) the account or accounts (together with wire payment
instructions) into which the Redemption Price is to be paid. The Company shall
redeem the number of Series A Preferred Shares specified in each COC Redemption
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(d)

(e)

Notice on the COC Redemption Date with respect to the Change of Control fixed by
the Company or as provided in the preceding sentence. The Company shall comply
with any securities laws and regulations thereunder to the extent such laws and
regulations are applicable in connection with the redemption of Series A Preferred
Shares as a result of a Change of Control. Notwithstanding any other provision of
this Article A(6), each Holder of a Series A Preferred Share shall have the right to
convert such Series A Preferred Share into Ordinary Shares pursuant to Article A(8)
at any time prior to the COC Redemption Date.

The Company shall, no later than 11:00 a.m., Hong Kong time, on any redemption
date pursuant to this Article A(6), deposit with its share registrar or other redemption

- agent having a capital and surplus of at least US$250,000,000, as a trust fund for the

benefit of the Holders of the Series A Preferred Shares to be redeemed, cash that is
sufficient in amount to redeem the shares to be redeemed in accordance with this
Article A(6) (other than those theretofore surrendered for conversion into Ordinary
Shares), with irrevocable instructions and authority to such share registrar or other
redemption agent to pay to the respective Holders of such shares, as evidenced by
a list of such Holders certified by an officer of the Company, the aggregate COC
Redemption Price for the shares to be redeemed upon surrender of their respective
share certificates. Any such deposit of funds shall be irrevocable, except that (1) if
any Series A Preferred Shares called for redemption are converted pursuant to
Article A(8), any funds deposited with such share registrar or other redemption
agent shall be paid to the Company upon its request, and (ii) any balance of monies
so deposited by the Company and unclaimed by the Holders of the Series A
Preferred Shares entitled thereto at the expiration of 12 months from the applicable
COC Redemption Date shall be repaid, together with any interest or other earnings
earned thereon, to the Company. After any such repayment, such transfer or
redemption agent shall be relieved of all responsibility to the Holders entitled to the
funds so repaid, and such Holders shall look only to the Company for payment
without interest or other earnings as general creditors of the Company.

If, (i) a COC Redemption Notice has been given in accordance with Article A(6)(c)
above and (ii) on or before the applicable COC Redemption Date, all funds
necessary for such redemption shall have been deposited as provided in Article
A(6)(d), then, from and after the COC Redemption Date, dividends on the Series A
Preferred Shares to be redeemed in accordance with this Article A(6) shall cease to
accumulate, and said shares shall no longer be deemed (o be in issue and shall-not
have the status of Series A Preferred Shares, whether or not certificates representing
such Series A Preferred Shares have been delivered to the share registrar of the
Company, and all rights of the Holders thereof as Holders (except the right to
receive from the Company the COC Redemption Price for each of such Holder’s
Series A Preferred Shares) shall cease. Upon surrender, in accordance with said COC
Redemption Notice, of the certificates for any shares so redeemed, such shares shall
be redeemed by the Company at the COC Redemption Price and thereafter cancelled
in accordance with the Companies Ordinance. Notwithstanding the foregoing
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provisions of this Article A(6)(e), if the Company shall default in the payment of the
COC Redemption Price in respect of any Series A Preferred Share on the COC
Redemption Date under this Article A(6), dividends on such share shall continue to
accumulate without giving effect to the provisions of the first sentence of this
Article A(6)(e), and the Holder of such Series A Preferred Share shall continue to
have all rights as a Holder of such Series A Preferred Share unless and until such
share is redeemed and such price is paid in accordance with the terms hereof.

(f) Notwithstanding any other provision of this Article A(6), the right of any and all
Holders to cause the Company to redeem Series A Preferred Shares shall be subject
to the condition that (i) all principal of, interest on, and premium, if any, and all
other obligations of the Company under agreements for indebtedness of the
Company entered into in connection with the Company’s acquisition of the personal
computer business of International Business Machines Corporation and outstanding
on the date hereof shall have been repaid or prepaid in full in cash at the time of such
redemption or (ii) at the time of each such redemption, no default or event of defauit
exists or would result from such redemption under the agreements for indebtedness
of the Company entered into in connection with the Company’s acquisition of the
personal computer business of International Business Machines Corporation and
outstanding on the date hereof.

(7y Application of Funds

In the event that, in connection with the redemption of any Series A Preferred Shares
pursuant to Article A(4), Article A(5) or Article A(6), the Company shall make total
payment in an aggregate amount less than the aggregate Redemption Price or the
aggregate COC Redemption Price, as applicable, for all Series A Preferred Shares to be
redeemed (including in the event the funds of the Company legally available for
redemption of Series A Preferred Shares on any date fixed for redemption are insufficient
to redeem the total number of Series A Preferred Shares to be redeemed on such date),
those funds available for such payment shall be allocated pro rata among the Holders who
are entitled to receive payment in connection with such redemption, based on each
Holder’s proportion of the total number of Series A Preferred Shares to be redeemed.
Notwithstanding the foregoing provisions of this Article A(7), any Series A Preferred
Share as to which the Redemption Price or COC Redemption Price, as applicable, is not
paid in full on the redemption date under Article A(4), Article A(5) or Article A(6), as
applicable, dividends on such share shall continue to accumulate, and the Holder of such
Series A Preferred Share shall continue to have all rights as a Holder of such share unless
and until such share is redeemed and such price is paid in accordance with the terms
hereof. In the event that funds legally available for redemption of Series A Preferred
Shares are insufficient to redeem the total number of Series A Preferred Shares on any
date fixed for redemption, at any time thereafter when additional funds are legally
available for the redemption of any Series A Preferred Shares, such funds will
immediately be used to redeem all or any part of the balance of the Series A Preferred
Shares that the Company has become obliged to redeem on any date fixed for redemption
but that it has not redeemed.
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(8) Conversion

(a)

(b)

(c)

At the option and election of the holder thereof, each Series A Preferred Share may
be converted in the manner provided herein at any time into fully paid Ordinary
Shares. As of the Conversion Date with respect to a Series A Preferred Share, subject
to subsection (e) this Article A(8), such Series A Preferred Share shall be converted
into that number of Ordinary Shares (as such shares shall then be constituted) equal
to the quotient of (i) the Stated Value, divided by (ii) the Conversion Price in effect
on the Conversion Date.

Conversion of Series A Preferred Shares may be effected by any Holder thereof upon
the surrender to the Company at the office of the transfer agent for the Series A
Preferred Shares, of the certificate for such Series A Preferred Shares to be
converted, accompanied by a written notice (a “Conversion Notice”) in the form set
forth in Article A(8)(c), stating that such Holder elects to convert all or a specified
whole number of Series A Preferred Shares represented by such certificate in
accordance with the provisions of this Article A(8) and specifying the name or
names in which such Holder wishes the certificate or certificates for Ordinary
Shares to be issued, and shall be accompanied by transfer taxes, if required pursuant
to Article A(8)(g).

Conversion pursuant to subsection (b) of this Article A(8) shall be deemed to have
occurred at the close of business on the first date (the “Conversion Date”) on which
the relevant Conversion Notice has been given by the Holder of the Series A
Preferred Shares to be converted and the certificate or certificates representing the
Series A Preferred Shares to be converted have been surrendered as provided in
subsection (b) of this Article A(8). As of such time:

(i) the rights of the Holder thereof as to the shares being converted shall cease
except for the right to receive Ordinary Shares and cash in lieu of fractional
Ordinary Shares in accordance herewith;

(i1) the person in whose name any certificate or certificates for the Ordinary Shares
shall be issuable upon such conversion shall be deemed to have become on the
Conversion Date the holder of record of the shares represented thereby;
provided, however, that if any such surrender occurs on any date when the
share transfer books of the Company shall be closed, the conversion shall be
effected on the next succeeding day on which such share transfer books are
open, and the person in whose name the certificates are to be issued shall be
the record holder thereof for all purposes, but such conversion shall be at the
Conversion Price in effect on the date upon which certificate or certificates
representing such Series A Preferred Shares were surrendered.
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(d)

(¢)

(£)

The Company shall promptly (and in any event within seven Business Days) after
the Conversion Date, issue and allot the relevant Ordinary Shares and issue and
cause to be delivered as directed by the Holder of the Series A Preferred Shares
being converted: (i) certificates representing the number of validly issued and fully
paid and nonassessable full Ordinary Shares to which such Holder shall be entitled,
(ii) any cash that is required to be paid pursuant to Article A(8)(e), and (iii) if less
than the full number of Series A Preferred Shares evidenced by the surrendered
certificate or certificates is being converted, a new certificate or certificates, of like
tenor, for the number of Series A Preferred Shares evidenced by such surrendered
certificate or certificates less the number of Series A Preferred Shares being
converted.

In connection with the conversion of any Series A Preferred Share, no fractions of
Ordinary Shares shall be issued, but in liev thereof the Company shall pay a cash
adjustment in respect of such fractional interest in an amount equal to such
fractional interest multiplied by the Closing Price per Ordinary Share on the
Conversion Date (or on the Trading Day immediately preceding the Comnversion
Date, if the Conversion Date is not a Trading Day). If more than one Series A
Preferred Share shall be surrendered for conversion by the same Holder on the same
Conversion Date, the number of full Ordinary Shares issuable on conversion thereof
shall be computed on the basis of the total number of Series A Preferred Shares so
surrendered. On or before the earlier of (i) the Dividend Payment Date next
occurring after the Conversion Date with respect to a Series A Preferred Share and
(ii) the tenth day after such Conversion Date, the Company shall pay to the Holder
of such Series A Preferred Share on the record date for such Dividend Payment Date
or such Conversion Date, as the case may be, all dividends and Arrearages
accumulated or deemed to have accumulated thereon (including on any Arrearage)

and unpaid in respect of such Series A Preferred Share through the Conversion Date.

To the extent that any Series A Preferred Share is to be redeemed pursuant to Article
A(4), Article A(5) or Article A(6) hereof, from and after the applicable redemption
date, the right of a Holder to convert such Series A Preferred Share pursuant to this
Article A(8) shall cease and terminate, except if the Company shall default in
payment of the Redemption Price or the COC Redemption Price, as the case may be,
on the applicable redemption date, in which case all such rights shall continue unless
and until such Series A Preferred Share is redeemed and such price is paid in full in
accordance with the terms hereof. Notwithstanding anything in the foregoing to the
contrary, if the Conversion Date shall occur with respect to any Series A Preferred
Share on or prior to any redemption date pursuvant to Article A(4), Article A(5) or
Article A(6) hereof, such Series A Preferred Share shall be converted by the
Company into Ordinary Shares in the manner provided in this Article A(8).
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(g)

The issue of certificates representing the Ordinary Shares on conversions of the
Series A Preferred Shares shall be made without charge to the holders of such shares
for any issuance tax in respect thereof imposed by the government of Hong Kong or
any political subdivision thereof or other cost incurred by the Company in
connection with such conversion and/or the issuance of such Ordinary Shares. The
Company shall not, however, be required to pay any tax which may be payable in
respect of any transfer involved in the issue and delivery of shares in any name other
than the name in which the Series A Preferred Shares with respect to which such
Ordinary Shares are issued are registered, and the Company shall not be required to
issue or deliver any such certificate unless and until the person or persons requesting
the issue thereof shall have paid to the Company the amount of such tax or shall
have established to the reasonable satisfaction of the Company that such tax has
been paid.

(9) Adjustment of Conversion Price. The Conversion Price shall be subject to adjustment as

follows:

(a)

(b)

Share Dividends. In case at any time after the original issuance of the Series A

Preferred Shares, the Company shall pay or make a dividend or other distribution on
all or any portion of its Common Shares or shall make a dividend or other
distribution on any other class of shares of its capital stock, which dividend or
distribution is paid or payable, in whole or in part, in Common Shares, the
Conversion Price in effect at the opening of business on the Business Day following
the date fixed for the determination of shareholders entitled to receive such dividend
or other distribution shall be reduced by multiplying such Conversion Price by a
fraction of which (x) the numerator shall be the number of Common Shares
outstanding at the close of business on the date fixed for such determination and (y)
the denominator shall be the sum of (1) such number of Common Shares outstanding
and (2) the total number of Common Shares constituting such dividend or other
distribution, such reduction to become effective immediately after the opening of
business on the Business Day following the date fixed for such determination. If any
dividend or other distribution of the type described in this Article A(9)(a) is declared
but not so paid or made, the Conversion Price shall again be adjusted to be the
Conversion Price that would then be in effect if such dividend or distribution had not
been declared.

Stock Splits and Reverse Splits. In case at any time after the date of the original

issuance of the Series A Preferred Shares, all or any portion of the Common Shares
outstanding shall be subdivided into a greater number of Common Shares, the
Conversion Price in effect at the opening of business on the Business Day following
the day upon which such subdivision becomes effective shall be proportionately
reduced, and, conversely, in case at any time after the date of the original issuance
of the Series A Preferred Shares, all or any portion of the Common Shares
outstanding shall be combined into a smaller number of Common Shares, the
Conversion Price in effect at the opening of business on the Business Day following
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(c)

(d)

the day upon which such combination becomes effective shall be proportionately
increased, such reduction or increase, as the case may be, to become effective
immediately after the opening of business on the Business Day following the day
upon which such subdivision or combination becomes effective.

Special Dividends. In case at any time after the date of the original issuance of the
Series A Preferred Shares, the Company shall, by dividend or otherwise, distribute

to all holders of Common Shares evidences of its indebtedness or assets (including
securities, rights, warrants or options, but excluding (i) any Common Shares, rights,
warrants or options issued in a Below Market Issuance effected in compliance with
Article A(10) or a Qualifying Issuance, (ii) any dividend or distribution paid
exclusively in cash, (iii) any dividend or distribution referred to in Article A(9)(a)
and (iv) any dividend or distribution comprising a transaction to which Article
A(9)(m) applies), the Conversion Price in effect immediately prior to the close of
business on the date fixed for the determination of shareholders entitled to receive
such distribution shall be reduced by multiplying such Conversion Price by a
fraction of which (x) the numerator shall be (1) the current market price per
Ordinary Share (determined as provided in Article A(9)(g)) on the date fixed for
such determination, less (2) the then-fair market value (determined in reasonable
good faith by the Board of Directors) of the assets or evidence of indebtedness so
distributed, divided by the number of Common Shares outstanding on the date fixed
for such determination, and (y) the denominator shall be such current market price
per Ordinary Share, such adjustment to become effective immediately prior to the
opening of business on the Business Day following the date fixed for the
determination of shareholders entitled to receive such distribution. If any dividend
or distribution of the type described in this Article A(9)(c) is declared but not so paid
or made, the Conversion Price shall again be adjusted to the Conversion Price that
would then be in effect if such dividend or distribution had not been declared. The
Company shall provide any Holder, upon receipt of a written request therefor, with
any indenture or other instrument defining the rights of the holders of any
indebtedness or assets referred to in this Article A(9)(c).

Cash Dividends. In case at any time after the date of the original issuance of the
Series A Preferred Shares, the Company shall, by dividend or otherwise, make a
distribution to all holders of Common Shares consisting exclusively of cash
(excluding any cash that is distributed pursuant to a transaction to which Article
A(9)(m) applies or as part of a distribution referred to in Article A(9)(c)) in an
aggregate amount that, combined together with the aggregate amount of any other
dividends and other distributions to all holders of Common Shares made exclusively
in cash within the 12 months preceding the date of payment of such distribution
(excluding any distribution paid prior to the date of original issuance of the Series
A Preferred Shares) and in respect of which no adjustment pursuant to this Article
A(9)(d) has been made exceeds the greater of (i) 2.0% of the product of (A) the
current market price per Ordinary Share on the date fixed for the determination of
shareholders entitled to receive such distribution multiplied by (B) the number of
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(e)

()

Common Shares outstanding on such date, then, and in each such case, immediately
after the close of business on the date fixed for such determination, and (ii) 35% of
the consolidated net earnings of the Company for the 12-month period preceding the
date fixed for the determination of the shareholders entitled to receive such
distribution (such amount the “Excess”), the Conversion Price in effect immediately
prior to the close of business on the date fixed for determination of the shareholders
entitled to receive such distribution shall be reduced by multiplying such
Conversion Price by a fraction (x) the numeratror of which shall be equal to (1) the
current market price per Ordinary Share (determined as provided in Article A(9)(g))
on the date fixed for such determination less (2) an amount equal to the quotient of
(a) the Excess divided by (b) the number of Common Shares outstanding on the date
fixed for such determination and (y) the denominator of which shall be the current
market price per Ordinary Share (determined as provided in Article A(9)(g)) on the
date fixed for such determination. If any dividend or other distribution of the type
described in this Article A(9)(d) is declared but not so paid or made, the Conversion
Price shall again be adjusted to the Conversion Price that would then be in effect if
such dividend or distribution had not been declared.

Below Market Issuance. If the Company shall effect a Below Market Issuance

(whether or not in compliance with Article A(10)) at a subscription, exercise or
conversion price per Common Share, as the case may be, that is less than 85% of the
current market price per Ordinary Share (determined as provided in Article A(9)(g))
on the Determination Date, then solely with respect to the Series A Preferred Shares
held by Holders who did not participate in such Below Market Issuance pursuant to
Article A(10), the Conversion Price in effect at the close of business on the
Determination Date shall be reduced by multiplying such Conversion Price by a
fraction of which (x) the numerator shall be the sum of (1) the number of Common
Shares outstanding at the close of business on the Determination Date and (2) the
number of Ordinary Shares that the Aggregate Consideration for such Below Market
Issuance would subscribe at 85% of such current market price and (y) the
denominator shall be the sum of (1) the number of Common Shares outstanding at
the close of business on the Determination Date and (2) the number of Common
Shares issued in (or issuable upon the exercise or conversion of the rights, warrants
or options issued in) such Below Market Issuance, such reduction to become
effective immediately prior to the opening of business on the Business Day
following the Determination Date. This Article A(9)(e) shall not apply to (i) any
dividend or distribution referred to in Article A(9)(a) or (ii) any dividend or
distribution upon a transaction to which Article A(8)(m) applies.

Reclassification. The reclassification of Common Shares into securities other than
Common Shares (other than any reclassification upon a transaction to which Article
A(9)(m) applies) shall be deemed to involve (i) a distribution of such securities
other than Common Shares to all holders of Common Shares (and the effective date
of such reclassification shall be deemed to be “the date fixed for the determination
of shareholders entitled to receive such distribution” within the meaning of Article
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(h)

(1)

A(9)(c)) and (ii) a subdivision or combination, as the case may be, of the number of
Common Shares outstanding immediately prior to such reclassification into the
number of Common Shares outstanding immediately thereafter (and the effective
date of such reclassification shall be deemed to be “the day upon which such
subdivision or combination becomes effective” within the meaning of Article
A9)(b)).

Market Price Determination. For the purpose of any computation under Article
A(10) or paragraphs (c), (d), (e) or (f) of this Article A(9), the current market price
per Ordinary Share on any date shall be deemed to be the average of the daily

Closing Prices per Ordinary Share for the ten consecutive Trading Days immediately
preceding the earlier of such date and the day before the “ex date” with respect to
the issuance or distribution requiring such computation. For purposes of this Article
A(9)(g), the term “ex date,” when used with respect to any issuance or distribution,
means the first date on which the Ordinary Shares trades regular way on the
applicable securities exchange or in the applicable securities market without the

right to receive such issuance or distribution.

The Company may (but shall not be required to) make such reductions in the
Conversion Price, in addition to those required by paragraphs (a) through (f) of this
Article A(9), as it considers to be advisable to avoid or diminish any income tax to
holders of Common Shares or rights to subscribe for Common Shares resulting from
any dividend or distribution of shares of capital stock (or rights to acquire shares of
capital stock) or from any event treated as such for income tax purposes. The
Company from time to time may reduce the Conversion Price by any amount for any
period of time if the period is at least twenty days, the reduction is irrevocable
during the period and the Board of Directors (or, to the extent permitted by
applicable law, a duly authorised committee thereof) shall have made a
determination that such reduction would be in the best interests of the Company,
which determination shall be conclusive. Whenever the Conversion Price is reduced
pursuant to the preceding sentence, the Company shall give to each Holder a written
notice of the reduction at least fifteen days prior to the date the reduced Conversion
Price takes effect, and such notice shall state the reduced Conversion Price and the
period it will be in effect.

Notwithstanding any other provision of this Article A(9), no adjustment to the
Conversion Price shall reduce the Conversion Price below the then nominal value
per Ordinary Share, and any such purported adjustment shall instead reduce the
Conversion Price to such nominal value. The Company hereby covenants not to take
any action (i) to increase the nominal value of the Ordinary Shares or (ii) that would
or does result in any adjustment in the Conversion Price that would cause the

Conversion Price to be less than the then nominal value of the Ordinary Shares.
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)]

(k)

M

(m)

Notwithstanding any other provision of this Article A(9), no adjustment in the
Conversion Price (and no related adjustment in the number of Ordinary Shares into
which a Series A Preferred Share is convertible) need be made until all cumulative
adjustments to the Conversion Price amount to 1% or more of the Conversion Price
as last adjusted. Any adjustments that are not made shall be carried forward and
taken into account in any subsequent adjustment.

Whenever the Conversion Price is adjusted as herein provided:

(i) the Company shall compute the adjusted Conversion Price, as well as the
related change in the number of Ordinary Shares into which Series A Preferred
Shares are convertible, and shall prepare a certificate signed by the Company
Secretary or any director of the Company setting forth the adjusted Conversion
Price and the number of Ordinary Shares into which Series A Preferred Shares
are convertible and showing in reasonable detail the facts upon which such
adjustments were based; and

(ii) a notice stating that the Conversion Price and the number of Ordinary Shares
into which Series A Preferred Shares are convertible has been adjusted and
setting forth the adjusted Conversion Price and the adjusted number of
Ordinary Shares into which Series A Preferred Shares are convertible, shall as
soon as reasonably practicable be given by the Company to each Holder.

In any case in which this Article A(9) provides that an adjustment shall become
effective immediately after a record date for an event, the Company may defer until
the occurrence of such event (i) issuing to the Holder of Series A Preferred Shares
converted after such record date and before the occurrence of such event the
additional Ordinary Shares issuable upon such conversion by reason of the
adjustment required by such event over and above the Ordinary Shares issuable upon
such exercise before giving effect to such adjustment and (ii) paying to such Holder
any amount in cash in lieu of any fractional Ordinary Share pursuant to Article
A(8)(e).

In the event that the Company shall be a party to any transaction, including without
limitation any (i) recapitalisation or reclassification of Common Shares (other than
a decrease in nominal value, or a change from nominal value to no nominal value,
or as a result of a subdivision or combination of Common Shares), (ii) any
consolidation or amalgamation or reconstruction of the Company with, or merger of
the Company into, any other Person, any merger of another Person into the Company
(other than a merger that does not result in a reclassification, conversion, exchange
or cancellation of outstanding Common Shares), (iii) any sale or transfer of all or
substantially all of the assets of the Company, or (iv) any compulsory share
exchange, pursuant to which Common Shares are converted into the right to receive
other securities, cash or other property, then lawful provision shall be made as part
of the terms of such transaction whereby each Holder shall have the right thereafter,
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(n)

(0)

to convert such Series A Preferred Shares into the kind and amount of securities,
cash and other property receivable upon such recapitalisation, reclassification,
consolidation, amalgamation, reconstruction, merger, sale, transfer or share
exchange by a holder of the number of Ordinary Shares into which such Series A
Preferred Shares might have been converted immediately prior to such
recapitalisation, reclassification, consolidation, amalgamation, reconstruction,
merger, sale, transfer or share exchange. The Company or the Person formed by such
consolidation or amalgamation or reconstruction or resulting from such merger or
which acquires such assets or which acquires the Company’s shares, as the case may
be, shall make such necessary provisions (including in its certificate or articles of
incorporation or other constituent documents if necessary) to establish such right
and shall also make lawful provision so that all other terms hereof shall remain in
full force and effect following such recapitalisation, reclassification, consolidation,
amalgamation, reconstruction, merger, sale, transfer or share exchange. Such
provisions shall provide for adjustments which, for events subsequent to the
effective date of such provisions, shall be as nearly equivalent as may be practicable
to the adjustments provided for in Article A(10) and this Article A(9), and all other
terms of such new securities shall be substantially equivalent to the terms provided
herein. The above provisions shall similarly apply to successive recapitalisations,
reclassifications, consolidations, amalgamations, mergers, reconstructions, sales,
transfers or share exchanges.

No Adjustment. Notwithstanding anything to the contrary set forth herein, no
adjustment to the Conversion Price or the number of Ordinary Shares issuable upon
conversion of Series A Preferred Shares shall be made pursuant to this Article A(9)
as a result of, or in connection with, (i) the issuance of Common Shares or other
equity interests of the Company (or options or rights to subscribe for such Common
Shares or other equity interests) issued to directors, officers or employees of the
Company or its Subsidiaries pursuant to a stock option or other similar plan adopted
by the Board of Directors or an employment agreement approved by the Board of
Directors, or the modification, renewal or extension of any such plan or agreement
approved by the Board of Directors, or (ii) the issuance of Ordinary Shares upon the
conversion of Series A Preferred Shares or the exercise of warrants issued by the
Company on the Issue Date (or any warrants issued by the Company in replacement
for such warrants).

In case:

(i) . the Company shall authorise or take an action that would, upon consummation,
require an adjustment to the Conversion Price pursuant to subparagraphs (a),
(b), (c), (d), (e) or (f) of Article A(9); or

(ii) of any transaction to which Article A(9)(m) applies; or

(iii) of the Liquidation of the Company;
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then the Company shall cause to be given to the Holder, by first-class mail, postage
prepaid, at such Holder’s last address as it appears on the register of members of the
Company, at least twenty days prior to the proposed record or effective date as the
case may be, notice stating (x) the date on which a record (if any) is to be taken for
the purpose of such action, dividend or distribution, or, if a record is not to be taken,
the date as of which the holders of Common Shares to be entitled to such dividend
or distribution are to be determined or (y) the date on which such action, such
transaction to which Article A(9)(m) applies or such dissolution, liquidation or
winding up is expected to become effective, and the date as of which it is expected
that holders of Common Shares shall be entitled to exchange their Common Shares
for securities or other property deliverable upon such action, such transaction to
which Article A(9)(m) applies ar such dissolution, liquidation or winding up (but no
failure to mail such notice or any defect therein or in the mailing thereof shall affect
the validity of the corporate action required to be specified in such notice}. Any such
notice of a Liquidation shall also set forth, in addition to any information required
by applicable law, the payment date or dates when, and the place or places where,
the amounts distributable to each Holder in such circumstances shall be payable.

(10) Below Market Issuances

(a)

So long as any Series A Preferred Shares remain outstanding, the Company shall not
(x) issue rights, warrants or options (including rights, warrants or options embedded
in convertible or derivative securities) exercisable for or convertible into Common
Shares at an exercise or conversion price per Common Share (or equivalent thereof),
or (y) issue Common Shares at a subscription price per Common Share (or
equivalent thereof) (net of underwriting discounts and commissions), in each case
less than the current market price per Ordinary Share (determined as provided in
Article A(9)(g)) on the date of such issuance (or, in the case of any issuance effected
by dividend or distribution to shareholders, the date fixed for determination of
shareholders entitled to receive such dividend or distribution) (such date, the
“Determination Date” and such issuance a “Below Market Issuance”), unless the
Company shall have delivered to each Holder, not less than 15 days before the
Determination Date, a written notice of such Below Market Issuance, which shall set
forth in reasonable detail the terms and conditions of such Below Market Issuance
and each Holder’s right (the “Participation Right”) to acquire, at the same price
and otherwise on the same terms and conditions as are offered to third parties, a
percentage of such Common Shares (or rights, warrants, options or other securities
convertible into or exercisable for a percentage of such Common Shares) equal to
the percentage of the Company’s outstanding Common Shares represented by the
Ordinary Shares issuable upon the conversion of Series A Preferred Shares held on
the Determination Date by such Holder (such percentage to be determined as of the
Determination Date after giving effect to the deemed issuance of such Ordinary
Shares but before giving effect to the Below Market Issuance) (its “Pro Rata
Portion”).
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(b)

(c)

(d)

Each Holder shall be entitled to exercise its Participation Right by delivering a
written notice (a “Participation Notice”) to the Company prior to the Determination
Date, which Participation Notice shall set forth the number of such Common Shares,
rights, warrants, options or other securities it elects to acquire, which shall not
exceed such Holder’s Pro Rata Portion.

Any consideration received in return for the rights, warrants or options issued in a
Below Market Issuance shall be taken into account in determining (i) whether any
rights, warrants or options have a subscription, conversion or exercise price per
share, as the case may be, that is less than the current market price per Ordinary
Share (determined as provided in Article A(9)(g)) on the Determination Date, and
(i1) the aggregate consideration which the Company receives for the Common
Shares (or will receive upon the exercise or conversion of the rights, warrants or
options) issued in the Below Market Issuance (the “Aggregate Consideration™),
The value of the Aggregate Consideration, to the extent other than cash, shall be
determined in the reasonable good faith judgment of the Board of Directors.

The Participation Right shall not apply to: (i) any dividend or distribution referred
to in Article A(9)(a); (ii) any dividend or distribution upon a transaction to which
Article A(9)(m) applies; (iii) any issuance of Common Shares in a bona fide
underwritten offering in which the price per Common Share received by the
Company, net of all underwriting discounts and commissions paid to the
underwriters in such offer, is at least 97% of the current market price per Ordinary
Share (determined as provided in Article A(9)(g)) on the Determination Date (a
“Qualifying Issuance”); (iv) the issuance of Common Shares or other equity
interests of the Company (or options or rights to subscribe for such Common Shares
or other equity interests) issued to directors, officers or employees of the Company
or its Subsidiaries pursuant to a stock option or other similar plan adopted by the
Board of Directors or an employment agreement approved by the Board of
Directors, or the modification, renewal or extension of any such plan or agreement
approved by the Board of Directors; or (v) the issuance of Ordinary Shares upon the
conversion of Series A Preferred Shares or the exercise of warrants issued by the
Company on the Issue Date (or any warrants issued by the Company in replacement
for such warrants).

(11) Certain Undertakings of the Company. The Company undertakes to and with each Holder

that so long as any Series A Preferred Shares remain outstanding, it will comply with the

following provisions of this Article A(11).

(a)

If an offer is made to the holders of Ordinary Shares (or such holders other than the
offeror and/or any Person controlled by the offeror and/or Persons acting in concert
with the offeror) to repurchase, redeem or otherwise acquire (including in an
exchange for other securities) Ordinary Shares (or a scheme of arrangement or a
similar proposal is made having the same effect), the Company shall forthwith give
notice of such offer or scheme or proposal to each Holder.

—49 -



NOTICE OF THE EXTRAORDINARY GENERAL MEETING

(b) All Ordinary Shares issued and allotted upon conversion of Series A Preferred

(c)

(d)

(e)

Shares: (i) will upon delivery be duly and validly issued, fully paid and non-
assessable, free of all liens and charges and not subject to any preemptive rights; and
(i1) shall rank pari passu in all respects with the fully paid Ordinary Shares in issue
on the Conversion Date of the Series A Preferred Shares so converted and shall
accordingly entitle the holders thereof to participate in full in all dividends or other
distributions paid or made on the Ordinary Shares on or after such Conversion Date,
other than any dividend or other distribution previously declared, or recommended
or resolved to be paid or made for which the record date is on or before the
Conversion Date. '

If on the Conversion Date with respect to any Series A Preferred Share, any Ordinary
Shares are admitted to listing on the HKSE, the Company shall ensure that all
Ordinary Shares allotted upon conversion of such Series A Preferred Share shall be
admitted to listing on the HKSE.

The Company shall not repurchase, redeem or otherwise acquire (including in an
exchange for other securities) any Ordinary Shares of the Company other than in: (i)
any offer to repurchase, redeem or otherwise acquire (including an offer to exchange
for other securities) Ordinary Shares that is extended to holders of Ordinary Shares
generally, including the Investors and their Affiliates that hold Series A Preferred
Shares or Ordinary Shares, written notice of which shall have been provided to each
Holder no fewer than 10 Business Days before the last date on which tenders can be
made in response to such offer; (ii) bona fide on-market transactions effected
through the facilities of the HKSE (or any other recognized stock exchange or
national quotation system on which the equity securities of the Company are quoted
or listed or admitted for trading) in accordance with all applicable rules and
regulations and in which the Company’s offer to purchase can be accepted by market
participants generally; or (iii) any offer to repurchase, redeem or otherwise acquire
up to 435,717,757 Ordinary Shares and/or Non-Voting Shares, in the aggregate, of
the Company from International Business Machines Corporation.

From and after the date of original issuance of the Series A Preferred Shares, so long
as any Series A Preferred Shares remain outstanding, the Company shall at all times
reserve and keep available for issuance and delivery upon conversion of Series A
Preferred Shares, free from preemptive rights, the number of authorised but unissued
Ordinary Shares as may at any time be required for issuance or delivery upon

conversion of all the Series A Preferred Shares then outstanding.
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(12) Restrictive Covenants

(a) So long as any Series A Preferred Shares shall be in issue, and unless the consent
or approval of a greater number of Series A Preferred Shares shall then be required
by law, without first obtaining a Qualifying Resolution given in person or by proxy
or by authorised representative at a separate general meeting at which the holders of
such shares shall be entitled to vote separately as a class, or by written consent, the
Company shall not:

(i) authorise, create, allot, issue or permit to exist any Senior Securities or Parity
Securities (whether by merger, consolidation, amalgamation or otherwise);

(it) reclassify, redesignate, convert or exchange any shares of any capital or capital
stock of the Company into Senior Securities or Parity Securities (whether by
merger, consolidation, amalgamation or otherwise);

(iii) authorise, create, allot, issue or permit to exist any security exchangeable for,
convertible into, or evidencing the right to subscribe for any Senior Securities
or Parity Securities (whether by merger, consolidation, amalgamation or
otherwise);

(iv) authorise, create, allot, issue or permit to exist any class or series of equity
securities, or any shares of any class or series of equity securities, or any
security convertible into or exercisable for any class or series of equity
securities, redeemable mandatorily or redeemable at the option of the holder
thereof at any time on or prior to the seventh anniversary of the Issue Date
(whether or not only upon the occurrence of a specified event) (whether by
merger, consolidation, amalgamation or otherwise);

(v) amend, alter or repeal any provision of the Articles of Association, or authorise
or take any other action which would require the approval of the Company’s
shareholders, to alter or change the powers, preferences, designations, rights,
qualifications, limitations or restrictions of the Series A Preferred Shares or
any Senior Securities or Parity Securities so as to affect the Series A Preferred
Shares in any material adverse respect (whether by merger, consolidation,

amalgamation or otherwise);

(vi) declare or pay or set apart for payment dividends or make any other
distributions on any Junior Securities, or redeem or repurchase any Junior
Securities or any warrants, rights or options exercisable for or convertible into
any Junior Securities (other than (A) dividends, distributions, redemptions, or
repurchases made in the form of, or exchangeable for, Junior Securities, or
warrants, rights or options exercisable for or convertible into Junior Securities,
and (B) from time to time during the period in which Series A Preferred Shares
are in issue, redemptions or repurchases of Junior Securities held by
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management of the Company in connection with termination of employment,
retirement and similar circumstances), unless prior to or concurrently with
such declaration, payment, setting apart for payment, other distribution,
redemption or repurchase, as the case may be, (x) all dividends, including any
Arrearages, that have accumulated or been deemed to have accumulated
through such date (including on any Arrearage) on the Series A Preferred
Shares and on any Parity Dividend Securities shall have been paid with respect
to all past dividend periods with respect to the Series A Preferred Shares and
such Parity Dividend Securities shall have been paid in full and (y) sufficient
funds shall have been set apart for the payment of the dividend for the current
dividend period with respect to the Series A Preferred Shares and any Parity
Dividend Securities; or

(vii) declare or pay or set apart for payment dividends or make any other
distributions on any Parity Securities, or redeem or repurchase any Parity
Securities or any warrants, rights or options exercisable for or convertible into
any Parity Securities (other than (A) dividends or distributions effected ratably
on Series A Preferred Shares and all Parity Securities, in proportion to the total
amounts (including Arrearages and any dividends accumulated or deemed to
have accumulated on the Series A Preferred Shares) to which the holders of all
such securities are then entitled, (B) redemptions or repurchases in exchange
for shares of Junior Securities, or warrants, rights or options exercisable for or
convertible into Junior Securities, and (C) other redemptions or repurchases
effected ratably on Series A Preferred Shares and all Parity Securities, in
proportion to the total amounts (including Arrearages and any dividends
accumulated or deemed to have accumulated on the Series A Preferred Shares)
to which the holders of all such securities are then entitled; or

(viii)) amend, alter or repeal this Article A(12).

(13) Voting Rights

(a)

(b)

The Holders of Series A Preferred Shares shall have no voting rights except as set
forth in this Article A(13), or in Article A(12) hereof or as otherwise from time to
time required by law.

So long as any Series A Preferred Shares are in issue, each Series A Preferred Share
shall entitle the Holder thereof to vote on all matters voted on by holders of Ordinary
Shares, and the Series A Preferred Shares shall vote together with Ordinary Shares
as a single class. On any such matter, each Series A Preferred Share shall entitle the
Holder thereof to a number of votes equal to the number of Ordinary Shares into
which such Series A Preferred Share is convertible at the time of the record date with
respect to such vote (assuming all conditions precedent to such conversion have
been satisfied and that such conversion had occurred as of the record date for such
vote).
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(c) At any separate general meeting at which the Holders of Series A Preferred Shares
shall be entitled to vote separately as a class, (i) a quorum for the conduct of
business shall be no less than two Persons holding or representing by proxy or by
authorised representatives Series A Preferred Shares representing, in the aggregate,
at least one-third of the aggregate Stated Value of all Series A Preferred Shares then
in issue, and (ii) each Holder of Series A Preferred Shares present in person or by
proxy or by authorised representative shall be entitled to one vote per Series A
Preferred Share.

(14) Other Securities

The Company shall not enter into any agreement or issue any security that directly
conflicts with this Article A.

(15) Additional Definitions

For the purposes of this Article A(15), the following terms shall have the meanings
indicated:

“Affiliate” means, with respect to Person, any other Person that directly or indirectly
controls, is controlled by or is under common control with such Person (it being
understood, that a Person shall be deemed to “control” another Person, for purposes of
this definition, if such Person directly or indirectly has the power to direct or cause the
direction of the management and policies of such other Person, whether through holding
ownership interests in such other Person, through agreements or otherwise).

“Agegregate Consideration” has the meaning set forth in Article A(10)(c).

“Approved Person” means the Company, International Business Machines Corporation
or Legend Holdings Limited, in each case, together with their respective controlled
Affiliates.

“Arrearage” has the meaning set forth in the Articles of Association, as in effect from
fime to time.

“Articles of Association” means the Articles of Association of the Company, as amended
from time to time.

“Below Market Issuance” has the meaning set forth in Article A(10)(a).

“Beneficially Own™ with respect to any securities means having the power, directly or
indirectly, to vote or direct the voting of, or to dispose or direct the disposition of, such
securities. A Person shall be deemed to Beneficially Own all such securities that such
Person has the right to acquire by conversion or otherwise whether such right is
exercisable immediately or after the passage of time. The terms “Beneficial Ownership”
and “Beneficial Owner” have correlative meanings.
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“Board of Directors” means the Board of Directors of the Company or any authorised
committee thereof.

“Business Day” means any day, other than a Saturday, Sunday or a day on which banking
institutions in Hong Kong are authorised or obligated by law or executive order to close.

“Change of Control” means (i) the consummation of (a) sale of all or substantialiy all
the assets of the Company and its subsidiaries, (b) the acquisition of beneficial ownership,
directly or indirectly, by any Person other than the Company or any of its subsidiaries of
any equity interest in IBM Products Asia Pte Ltd (Singapore) or any successor thereto or
(c) a sale of capital stock, business combination, merger, amalgamation, consolidation or
joint venture as a result of which any of the following shall have occurred: (i) any Person
or group of persons acting in concert (other than an Approved Person) being the beneficial
owner, directly or indirectly, of in excess of 40% of the total voting power or equity
interest in the Company or any successor thereto or (ii) a majority of the Board of
Directors consisting of Persons other than Continuing Directors. As used in this
definition, “voting power” in any Person shall mean the right to vote for the election of
directors or other equivalent managing body of such Person or, if there are no such
directors or managing body, the right to make material business decisions with respect to
such Person; and (ii) the adoption of a plan relating to the liquidation or dissolution of
the Company shall have been completed, whether or not otherwise in compliance with the

provisions of hereof.
“Change of Control Notice” has the meaning set forth in Article A(6)(b).

“Closing Price” means. with respect to an Ordinary Share on any day, the closing price
(based on a Trading Day from 9:30 a.m. to 4:00 p.m. Hong Kong time) per security on
the HKSE for the Ordinary Shares on such day or, in case no such sale takes place on such
day, the average of the reported closing bid and asked prices per security, regular way, in
each case on the HKSE, or, if the Ordinary Shares are not listed or admitted to trading
on the HKSE, on the principal national securities exchange or quotation system on which
the Ordinary Shares are quoted or listed or admitted to trading, or, if not quoted or listed
or admitted to trading on any national securities exchange or quotation system, the
average of the closing bid and asked prices per security on the over-the-counter market
on the day in question as reported by a generally accepted reporting service, or if not so
available, in such manner as reasonably determined by the Board of Directors.

“COC Redemption Date” has the meaning set forth in Article A(6)(b).
“COC Redemption Notice” has the meaning set forth in Article A(6)(c).
“COC Redemption Price” has the meaning set forth in Article A(6)(a)

“Common Shares” means Ordinary Shares and Non-Voting Shares.
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“Continuing Directors” means (a) the members of the Company’s Board of Directors on
the Issue Date and (b) any other Person nominated for election or appointed to the Board
of Directors by the affirmative vote of the Continuing Directors who at the time represent
the majority of the members of the Board of Directors.

“Conversion Price” means HK$2.725, as adjusted from time to time pursuant to Article
A(9).

“Determination Date” has the meaning set forth in Article A(10)(a).
“Dividend Payment Date” has the meaning set forth in Article A(2)(b).
“Excess” has the meaning set forth in Article A(9)(d).

“General Atlantic” means, collectively, General Atlantic Partners (Bermuda), L.P,
GapStar, LLC, GAP Coinvestments I1I, LLC, GAP Coinvestments IV, LLC and GAPCO
GmbH & Co. KG and any permitted assignee of the foregoing.

“Governmental Entity” means any government or political subdivision or department
thereof, any governmental or regulatory body (including the HKSE or any other securities
exchange or securities quotation system), any commission (including the Hong Kong
Securities and Futures Commission), board, bureau, agency or instrumentality, or any
court or arbitrator or alternative dispute resolution body, or other entity controlled
directly or indirectly by any government or political subdivision or department thereof,
in each case whether federal, state, local or foreign.

“HK$” means Hong Kong Dollars.

“HKSE” means the Stock Exchange of Hong Kong Limited.

“Holder” means the record holder of one or more Series A Preferred Shares, as shown on
the register of members of the Company, it being understood that a “Holder” as of any
particular date means the record holder of one or more Series A Preferred Shares, as
shown on the register of members the Company as of the close of business on such date.
“Holder Notice” has the meaning set forth in Article A(5)(b).

“Holder Optional Redemption Date” has the meaning set forth in Article A(5)(b).

“Hong Kong” means the Hong Kong Special Administrative Region of the People’s
Republic of China.

“Investor” means any of TPG, Newbridge or General Atlantic, and “Investors” means,
collectively, TPG, Newbridge and General Atlantic.

“Issue Date” means the date on which the Convertible Preferred Share are first issued.
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“Junior Dividend Securities” has the meaning set forth in Article A(1)(a).
“Junior Liquidation Securities” has the meaning set forth in Article A(1)(b).
“Junior Securities” has the meaning set forth in Article A(1)(c).
“Liquidation” has the meaning set forth in Article A(1)(b).

“Newbridge” means Newbridge Asia Acquisition Company LLC and any permitted
assignee of Newbridge Asia Acquisition Company LLC.

“Non-Voting Shares” means non-voting ordinary shares, nominal value HK$0.025 per
share, of the Company.

“Notice of Holder Optional Redemption” has the meaning set forth in Article A(5)(b).
“Ordinary Shares” mean the class of share capital of the Company designated as
ordinary shares, nominal value HK$0.025 per share, as of the Issue Date. For purposes of
Article A(9) hereof, “Ordinary Shares” shall be deemed to include any class or classes
resulting from any reclassification or reclassifications thereof.

“Parity Dividend Securities” has the meaning set forth in Article A(1)(a).

“Parity Liquidation Securities” has the meaning set forth in Article A(1)(b).

“Parity Securities” has the meaning set forth in Article A(1){c).

“Participation Notice” has the meaning set forth in Article A(10)(b).

“Participation Right” has the meaning set forth in Article A(10)(a).

“Person” méans any individual, corporation, company, association, partnership, limited
liability company, joint venture, trust, unincorporated organization or Governmental
Entity.

“Pro Rata Portion” has the meaning set forth in Article A(10)(a).

“Preferred Shares™ means any series of preferred shares of the Company.
“Qualifying Issuance” has the meaning set forth in Article A(10)(d).

“Qualifying Resolution” means either: (a) a resolution passed at a separate general
meeting of the Holders duly convened for the conduct of business by the Holders of 75%
of the outstanding Series A Preferred Shares (whether represented in person, by proxy or
by authorised representative); or (b) a consent or consents in writing, setting forth the

action so taken shall be signed by the Holders of 75% of the outstanding Series A
Preferred Shares.
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(16)

“Redemption Price” has the meaning set forth in Article A(4)(a).

“Securities Act” means the United States Securities Act of 1933, as amended.
“Senior Dividend Securities” has the meaning set forth in Article A(1)(a).
“Senior Liquidation Securities” has the meaning set forth in Article A(1)(b).
“Senior Securities” has the meaning set forth in Article A(1)(c).

“Series A Preferred Shares” has the meaning set forth in the preamble hereto.
“Stated Value” means HK$1,000 per share.

“Subsequent Notice” has the meaning set forth in Article A(5)(c).

“TPG” means TPG IV Acquisition Company LLC and any permitted assignee of TPG IV
Acquisition Company LLC.

“Trading Day” means any day on which the HKSE is open for trading, or if the Ordinary
Shares are not listed or admitted for trading on the HKSE, any day on which the principal
national securities exchange or quotation system on which the Ordinary Shares are quoted
or listed or admitted to trading is open for trading, or if the Ordinary Shares are not so
quoted, listed or admitted to trading, any Business Day.

“US$” means United States Dollars.

“Voting Securities” means the Ordinary Shares and any other securities of the Company
entitled to vote generally for the election of directors.

Miscellaneous

(a) Notices. Any notice referred to in this Article A shall be in writing and, unless
first-class mail shall be specifically permitted for such notices under the terms
hereof, shall be deemed to have been given upon personal delivery thereof, upon
transmittal of such notice by telecopy (with confirmation of receipt by telecopy or
telex) or five days after transmittal by registered or certified mail, postage prepaid,
addressed as follows:

(i) if to the Company, to its office at 23rd Floor, Lincoln House, Taikoo Place, 979
King’s Road, Quarry Bay, Hong Kong (Attention: Corporate Secretary);

(ii) if to a Holder of Series A Preferred Shares, to such Holder at the address of
such Holder as listed in the register of members of the Company; or

(iii) to such other address as the Company or such holder, as the case may be, shall
have designated by notice similarly given.
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(b) Transfer Agent. The Company shall appoint, and may from time to time discharge
and change, a transfer agent for the Series A Preferred Shares. Upon any such
appointment or discharge of a transfer agent, the Company shall send notice thereof
to each Holder of Series A Preferred Shares.

(c) Record Dates. In the event that the Series A Preferred Shares shall be registered
under either the Securities Act or the U.S. Securities Exchange Act of 1934, as
amended, the Company shall establish appropriate record dates with respect to
payments and other actions to be made with respect to the Series A Preferred

399y

Shares.

By Order of the Board
Liu Chuanzhi

Chairman
Hong Kong, 20 April 2005

Registered office:
23rd Floor
Lincoln House
Taikoo Place
979 King’s Road
Quarry Bay
Hong Kong

Executive Directors.
Mr Liu Chuanzhi
Mr Yang Yuanging
Ms Ma Xuezheng

Non-executive Director:

Mr Zeng Maochao

Independent Non-executive Directors:
Mr Wong Wai Ming

Professor Woo Chia-Wei

Mr Ting Lee Sen
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Notes:

A member entitled to attend and vote at the Extraordinary General Meeting convened by this notice is entitled
to appoint one or more proxies to attend and vote in his stead. A proxy need not be a member of the Company.

To be effective, the instrument appointing a proxy together with the power of attorney or other authority, if
any, under which it is signed or a notarially certified copy of that power or authority, must be completed and
lodged at the share registrar of the Company, Abacus Share Registrars Limited at Ground Floor, Bank of East
Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong, not less than 48 hours before the time
for holding the Extraordinary General Meeting or any adjournment thereof.

A form of proxy for use at the meeting is enclosed. Completion and return of the form of proxy will not
preclude you from attending and voting in person at the Extraordinary General Meeting or any adjournment
thereof and, in such event, the relevant form of proxy shall be deemed to be revoked.

Where there are joint registered holders of any Share, any one of such persons may vote at the Extraordinary
General Meeting, either personally or by proxy, in respect of such Share as if he were solely entitled thereto;
but if more than one of such joint registered holders be present at the Extraordinary General Meeting
personally or by proxy, then the registered holder so present whose name stands first on the register of
members of the Company in respect of such Share will alone be entitled to vote in respect thereof.

The translation into Chinese language of the notice (including the Special Resolution) which contains the
proposed new Articles of Association is for reference only. In case of any discrepencies, the English version
shall prevail.

The votes to be taken in the Extraordinary General Meeting will be taken by way of poll.
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lenovo 18
Lenovo Group Limited i SEBBR AT

(Incorporated in Hong Kong with limited liability )

(Stock Code: 992)

PROXY FORM FOR USE AT THE EXTRAORDINARY GENERAL MEETING

being the registered holder(s) of? shares of HK$0.025 each
in the share capital of Lenovo Group Limited (the “Company”’) HEREBY APPOINT? the Chairman of the Extraordinary

General Meeting or’

of.

as my/our proxy to attend and vote for me/us at the Extraordinary General Meeting of the Company to be held at 9:30

a.m. on Friday, 13 May 2005 at Harcourt Room, Lower Lobby, Conrad Hong Kong, Pacific Place, 88 Queensway, Hong

Kong and at any adjournment thercof and to vote for me/us and in my/our name(s) in respect of such resolution as

indicated below and, if no such indication is given, as my/our proxy thinks fit.

RESOLUTIONS FOR* AGAINST?

Ordinary Resolution — Resolution (1)

Special Resolution — Resolution (2)

Dated this day of 2005 Signature®

Nores:

L. Full name(s) and address(es) to be inserted in BLOCK CAPITALS.

2. Please insert the number of shares registered in your name(s). If no number is inserted, this proxy form will be deemed 1o relate to all the shares
in the share capital of the Company registered in your name(s).

3. If any proxy other than the Chairman of the Meeting is preferred. strike out the words “the Chairman of the Extraordinary General Meeting or”
and insert the name and address of the proxy desired in the space provided. Any sharcholder may appoint one or more proxies to attend and. on
a poll, vote instead of him. A proxy need not be a sharcholder of the Company.

4. Important: If you wish ta vote for the resolution, tick in the appropriate box marked “FOR”. If you wish to vote against the resolution, tick
in the appropriate box marked “AGAINST"™, Failure to tick a box will entitle your proxy to cast your vote at his discretion. Your proxy will also
be entitled to vote at his discretion on any resolution properly put to the meeting other than referred to above.

5. This form of proxy must be signed by you or your attorney duly authorised in writing or, in the case of a corporation, either under seal, under the
hand of an officer or attorney duly authorised.

6. Where there are joint registered holders of any share, any one of such persons may vote at the meeting, either personally or by proxy, in respect
of such shares of the Company as if he were solely entitled thereto; but if more than one of such joint registered holders be present at the meeting
personally or by proxy, then the registered holder so present whose name stands first on the register of members of the Company in respect of such
shares of the Company will alone be entitled to vote in respect thereof.

7. To be valid, this form of proxy along with the power of attorney or other authority, if any, under which it is signed or a notarially certified copy

of that power or authority, must be completed and lodged at the share registrar of the Company, Abacus Share Registrars Limited at Ground Floor,
Bank of East Asia Harbour View Centre, 56 Gloucester Road. Wanchai, Hong Kong, not less than 48 hours before the time for holding the meeting
or any adjourned meeting thereof. Completion and return of the form of proxy will not preclude you from attending the mecting and voting in person
at the meeting or any adjournment thereof and, in such event, the relevant form of proxy shall be deemed to be revoked.

Any alteration made to this form of proxy must be initialled by the person who signs it.
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The Stock Exchange of Hong Kang Limited taker na responsibility for the contents of this announcement, makes no representution as o its adcuracy or completeners and esprestly disclains any tability whatsacver for any loss-owsoever urising frane or in relianve apon the whotv or al

purt of the eanients of thiz annouricement.

Lenovo Group Limited IS REBERA T

UNLISTED CONVERTIBLE PREFERRED SHARES

lenowvo %18

[Incarporated in Hong Kong with limired tiabiliry)
(Stack Code: 992)

PROPOSED ISSUE OF

AND UNLISTED WARRANTS

HK$1.000 per shure and unliste

of control of the Company.

Shares (o be issued under

mo 1,001

188 Acguisition.

the Expiry Date
of the Company

saued share capita) o3 enlarged by the issue of (he

conversion of the Convertible Preferred Shares.

Cloxing is conditional upon, umong other thingx:

(=) the consents Lo (he i by the Ag

form of proxy, will be disiributed (o ihe Sharcholders us soon o3 passible,

corparate purposes.

Euch Warranit carries the right to subscribe rar one Share af the Exercise Price. subject 1o certain dil

In connection with the proposed Issue of the Convertibte Preferred Shares, the Board proposes o spécial resotution for umending the Articles of Association,

(3) the issue of the Convestible Prefereed Shures and the Wacrants having been approved by the Stock Exchunge:

(5) (he issue and alloinient of the Convertible Prelerred Shares (which requires 73% apgroval of the Shareholders), und the proposed ameadment (o the Articles of Association (which will authorise the vreation of preferred shures und the issuance of the
Convectible Peeferred Shares) having been pussed by special resalutions by (he Sharehalders. and the issuc of the Warcunts and (he Shares (upon exercise ot the Wartants und conversion ol the Converlible Preferred Shures) having been pasxed by ardinary
resoluiions by the Sharzholders, in ench ¢axe ut the Extraordinary General Mecting:

€} the Listing Committee of the Stock Exchange having granied the listing of, and permission to deal in, eny Shares 1o be issued upon exercine of ihe Warranta and upon the conversion of the Coavertible Preferred Shures:
(d)  the initiat closing of the IBM Acquisition taking place concuerently with, or having occurred priof to, (he Cloing:

having been oblained frad the financiers 1o the Company und 18M: und
() there having been no miteriol afversc change on wne condition of the Group sinct the daie of ihe Invesiment Agreement.

A circular containing further details of the terms of the investment Agreement, the Convertible Preferred Shares. the Warrants and the proposed amendments (6 thie Articles of Associution. together with the notice of the Exiruordivury General Meeting and the

The Directors intend (0 upply the net procesds fram the issue of the Convertible Preferred Shares and the Warrants ks 10 upproximately US$ IS0 million 1o satisfy purl of (he consideration payable (o 1BM for (he IBM Acquisiiion. and as 1o the balance for general

The terms of the Convertible Prefeccsd Shaces and the Warcants were aegotiated ol arm's tength bewween the Campany and the lavestars, The Directors consider that the issue of the Convenible Preferred Sharer and Warraatx in in the Shaccholder® interest ng 2
whole as it provides an plternative funding means (0 the Company snd part of the proceeds will be used 10 satisly gm of the consideration puyable to IBM for (he IBM Acquisition. [n addition, the Dircelors contider that the Inv:uur. offer expertise und
experience that are expected to be valuable to the Company. The Directors consider that the terms of the Convertible

On the application of the Company, rading in the Shurex wos suspended 1tom 10:06 a.m. on 24 March 2005 pending the releuse of this unnouncement. The Compuny hus uppticd for resumprion of irasing in the Sharen with effect from 9‘.\0 a.m. on 3 March
2003

referred Shares

y eacreise e subscription righls wiaching fo fhe Warranus, in whole or in pare, ut any time from the Cloing Daig untll
Assuming full exersise of the Warrants, the Company will issue 237417474 Warrant Shares. cepresenting appraximately 3T of the Company s (otal xisting sxsuct share capital
acrant Shares upon full exercise of the Warrants and assuming the issuc of up 16 1.30

L153,271 Shares 10 IBM upon vlosing of (he 1BM Acyuisition.
The Convertible Preferred Shares and the Warrants will not be [isted on the Stock Exchange o uny ather stock markel. Howevee, the Compahy will apply for the listing on the Stock Exchange of the Shares issuable upon the exercine of the Warran(s and the

and Warrunix are fair #nd reasonhle and i the ateresis of the Company end the Sharsheiders ax o wi

[ On 30 Mareh 2005, the Compa ny entered fato the Investment Agreement with the Invertors pursusn (0 which the Inveslond huve cgrecd (o subscrive fur. and the Compuny hay agreed 10 issue. 2,730,000 unlitied Convenible Preferred Shares at an issue price of
Wattants to subscribe for 337.417.474 Shares for an aggregate cash consideration of US$330 miltion.

The Convertible Preferred Shares benr u fixcd cumulative preferentisi cash dividend, payable quarterly, ol tbe rute of 4.5% per unnum an the Stujed Value of each Convertible Freferred Sharc. The Convertible Prefesred Shires ure redecmable, in whole or in part,
4t o price equal 1o the Stated Value togather with uccrued and unpaid dividends wt (he option at the Company oc the Convertibte Prefecred Shatehalders wt unz/l\m: alter the Maturity Dute. (o additian, the Canvertible Prefereed Sharchotderss ure entitled (0 cequite

the Compary (o sk an oficr 10 fepurchase sl or purt of ihe Canvertible Prelermed Shares a; 3 purchase price equal 10 the agaregate of 101% of the Siated Valuc of the Convertible Preférred Shares and 100% of the accrued and unpuid dividzads upoo 4 cliange
I

Eoeh Convertibie Pv:f:rrcﬁ Shﬂ!: is x.onv:mhlg Y \he nmmn of the Cnr\'tr\\h\c Preferred Sharaholder, inio Shares at uny 1ime ud o conversion price equal to HKS2, 725, subjecs 1o terinin anti-dituijon .\ﬂjuumeﬂlx In the apgrepaie, the Conventible Preferred
4,862 Shares 8t a Conversion price cquul 1o HK$2.725 per Share. represeating spproximately 13.40%
announeement and nppmumm:y Toraaen o e Company s itsucd share capital 8% niaraes by ihe I4sus of e Shores upon full conversion of the Converiible Preferred Shures und assuming the issue of up 10 1.307,133,27¢ Shures w 1BM upon closing of the

of the Company’s toial existing isxued ahare cupiluf as at (he date of this

at the date af this annoyncenisnt and approximataly 2.63%

To he best of the Direciors’ knowledge, informaution und helief ufter huving made all

[THE INVESTMENT AGREEMENT 1
Date: 30 March 2005
Partles: (a)  Issuer: The Company

(b)  Investors:  TPG IV Acquisition Company LLC

General Atlantic Pirtners (RavmeAm L.

GAPSTAR, LLC

QAP Coinvestments 4, LLE

AP Coinvestmenty 1V, LLC

GAPCO GmbH & Co.

Mewbridge Asin A:Qu(smon Company LLC
Pursuant to the fnvestment Agreement, the lavestors have ugreed to subseribe fur,
and the Company has sgreed 1o issue, 2.730.000 Convertibla Prererred Shares, together
with Warranis {0 subscribe for an uggregute of 237,417,474 Warrant Shares st un
initial Excreise Price of HKS1. 1285 0er Share. subject (o certain anti-dilution

nsideration of US$350 miliion (approximately

1NK3230 mrman) Fhe Favestors have each agrecd 1o subscribe for e Tollowlng
aumber of Convertible Preferred Sharcs and Watranis sel opposite theif respective
names:

Prreentage of

enquities, no members of the Geaeral Allamiic Group have any relationship
with, und tach member of the General Alianiic Group is 3 third purty independent al,
the Texas Pacific Group snd Newbridge Capital Group,
The Newbridee Capita! Group
Newbridge Cnfl(u( Group is vpe of Akia's leadi rivate =qw mv:u
with-1453 1.2 Siltian of rupry! ander Watage neni Faunded in '5a '
Group and Blum Cupital Pariners. Newbridge Capital Urcup was une o the firet
privsie 2quity firms dedicated @ Asian investments. The firm han offices in Hang
ag. San Frllu:nsco Shnnghul Tokyo, Seoul, Mumbm and Mclbourne Newbridge
Capital Group has anaro Telecom,
anun Telecom, Kor:.\ First Bank, Marrix Luhuramne~< and Shznzhcn Development
Bunk.
Newbridge Asia Asqulsition Campuny LLC ix o limited liubility compuny whatly-
owned by funds munaged by N dge Capital Group, thul has heen established
specifically for the purpose of holdmg (he proposed Investment in the Company.
Newhridge Capilal Group is u privale equity investaien! tirm (hat acquires interests m
companics in various industriex av finyacial investments. Certain of these porifulio
companies kr¢ listed bove.
Newbridge Asin Acquisition Campany LLC is indicectiy contrelled by u carparation
of which 50% is owned by u corporation under common coniral with TPG 1V

ent fisa

Shares at s purchase price equul to the aggregate of 101% of {he Stated Value erme
Convertible Preferred Shares and 100% of (he uccrued and unpuid dividends upon o
change of comrol of the Company.

Converslun

E.nh meu\xh\e Preferred Shure is convenihie, vi the opiion of the Convenible

arehelder a1 uny (ime, iN1Y 8 nymber af Shares cyual 1o the"Swed Vilee
duv h by Ksn, 723, sdbjevt ta cerlain anti-ditution wljusiments. Shores thut ure 1o
be isaued upon the convernon of (he Convertinte Preforred Shurse will tuak paei
passu in ull rexpects with the Shares in ixsue on the conversion date except thul lhey
will not be entitled 10 uny rights of entitiement Lo dividends or distributions the
cecord dute far which precedes the conversion dute.

The Convertible Preferred Shares will not be listed on the Stock Eachunge or ony
other sock exchiange. However, the Campuny will apply for 1he listing on the Stock
Exchiunge of the Shares ixsuable upon the conversian of the Converlible Preferred
Shares.

Stureholders’ approval

The issue of (he Convertible Preferced Shares and the Shares 10 bo issued upon the
conversion ul the Preferred Shares is subject Lo the upproval by the Shareholders 1
he Extraordinary Generol Meeting,

Upon the conversion of atl Convertinte Preferred Shares. 1,001.834,862 Shares wiif
fe isxued, represcnting approrimately (3.40% of the exisling isxued share capital of
the Company {heing 7,474.796,108 Sharex in Ixsue) and approximately 10.24% of the
issved share capiial s enlurged by the allotment and itsue o toch Shares and ssuming
the {asuc of up 10 1,307.133.271 Shares to 18M wpon initial clos BM
Acquisition (pleuse alxo refer 10, the noies 1¢t out delow (0 the tble in fhe pnmgmph
headed = Structure™ in this announcement),

Number of eolarped fssued  Acquisition Company LLC. The other $0% ix awied by an entity controlled by Blune
Coavertible  Number of share copital  Investment Portners, snother private equily investment fiem
Furchaser Preferced Shares  Warranty o the Company® gy a4 disclosed in this announcement, each of the Investors and its ultimate beneficial
(Note 1) owners 8nd fund managers is indepeadent from the other {nvetors and their respeciive ultimate
TEG IV Acquitition Campany LLC 1560000 135,667,128 5.351%  beneflcial owners and fund munagers.
Gengral Allantic Partaery (Bermuda). L, Bused on_the above infarmation provided by the tavesiors und (o (he bext of the
(ot 2) 718445 62.493.400 2682%  Dircelors” knowledge. information and beliei aftec huving mude a
GAFSTAR, LLC (Note 2} 5750 847,920 0.037%  caquirics, each of the tvestors. TPG, the Newbridge Capital Group and the Geneeal
GAP Coinvestments 1), LLC {Narr 2} 21 3716688 0.160%  Altuntic Group it o (hird parly independent of the Company and ady counecied peesins
Gar Comuestmeny wxél'ﬁw”; 2y nes 502,338 U0UI%  aof the Company (o defined n the Liting Rutes)
inH & Co. KG [No 2 3
Newbridge Asia Acquisition Company LLC 00000 33916781 12635 g:‘“‘““‘?“ snd Completioe .
i osing upon, umang ollier things:
Totat 2730000 237417624 10240%  (8)  the issus of the Convertibile Prelerred Shares and (he Wacranis having heco
et e Slead —— appraved by the Siock Exchange;
el (b) the issue aud allatment of the Convertible Prelerred Shares (which regoines

1, Assuming fyll canversiun of the Convertitite Prefecred Shares und op ta 30151271
Shares (camprising Shares and Non-Vatiag Share ) ave bees iraued w 35N upon clasing
of the 1B Acquisition

The aumber of Converlibie j'referred Sharex and Warrantx (o be alfotied (0 and ymony
Genera) Atlantic Partners (Bermuda), L.P.. GAPSTAR, LLC, GAF Coinvestments U1,
LLC. GAP Coinvestments 1V, LLC and GAPCO GmbH & Co. KG are subject 1o changes.
Kowever, the towl number of Canvertlble Preterred Shares and Warranis 10 be allotted
to General Atlantic Parinery (Bermuda). L P.. GAPSTAR. LLC. GAP Coinvestments lil,
LLC, GAP Coinvestrnents |V, LLC and GAPCO GmbH & Co, KG will not be changed.
Information on the Investors
TPG
Teaas Pacific Group, or TPQ, is o leading global private eqully invextment rirm and
currently manages over USSH) billion of commiitzd eyuily cupital. lts partfolio
companies fotal over USS33 billion in revenues and over 100,000 mployees, TPG 1n
o leading global private equify investor in technology whase investments inclode
MEMC EBlectronic Maicrigls, ON Semiconductor, Seagale Technology. Business
Objects, Conexant Semicondustor, Butelant. 1olu, Nétwork Guneral. Parsdyns
Networks and Siart Modular. Otner TPQ investments huve incluged Burger Kiny.
Continental Airlinea, Del Monie Fovds, Ducal Motorcycies and §, Crew, TPQ 13
baved in Fort Worth, Teass, Sun Francisto and Lond

TPG IV Acquisition Company LLC }s o {imited Imbnlnly company wholly-owned by
funds managed by TG, that has been csiablished aaecir'icnny for the purpase of
holding (he proposed investmeni in the Company. TPG s 4 private ¢quity investment
firm that acquires interests In companics in various industrics as (inancial investments.
Certain of these portfolio companics ure listed above.

General Aulantic Group

Generul Atiantic Group is 3 leading piobel private equity firm focused on investing in
companies providing information technology or using information technology to drive
growth, [nveatment entities affiliated with General Atlantic LLC nuke Investments
on an Grm’s tengih busia i ponifotio compunies. General Atlantic’s current invenments
in China include Vimicro and Digital China, The fitm wus founded in {980 and has
aboul USSB biliion in capital under managemens. General Atlaniic has invested in
over 148 companics and has current holdings in over 50 comptnics, of which simest
Ball are based outside the United States. General diantic Group has offices in
Greenwich, New York, Palo Alto, Warhington, D.C., Landon, DUsseldorf, Singupore,
Tokys, Mumbai, Hong Kong snd Sio Pauts.

General Atlgnlic Pariners (Bermuda), L.P., GAPSTAR, LLC, GAP Coiavestments Jil,
LLC, GAP Cainvestments 1V, LLC and GAPCO GmhH & Co. KG are affiliated
invesiment entities. The general partner of General A(l;ml-c Paftners {Bermuda), L.P,
is GAP (Bermuda) Limited. The sole member of GAPSTAR, LLC is General Actantic
LLC. The Managing Directors of General Atlaatic LLC are lhe senior exccutive officers
and directars of GAP (Bermuda) Limiled and conrol the voling und invesiment power
over securilics awned by GAPCO Gmbl In cddilion. the Managing
Members of GAP Coinvesiments 1, LLC and GAP Coinvesiments 1V, LLC are
Managing Directors of General Attantic LLC,

75% upproval of the Shuretiatder<), and the praposed amendment w ihe Articles
ol Associutivn (whicht will authorise the efeation of preferned shures and the
issuance of the Convertible Preferred Shares) husiog been pussed by special
resolutians by the Shareholders, and the (eue ol the Warroni< and itie Stiuses
wpon exerise of the Warraata und conversion of the Canvertinle Preferred
Shares) having beep passed by ordinary resolutions by the Shaccholders, in
cuch case al we Extrsordinury General Meeting:
{e)  the Listing Commiitec of the Stock Exchunge huving granied (be fisting of,
and permission to deal in. any Sharex (o be issued upun the exercise of the
Warrants und upon the conversion of the Convertible Prefarred Shures:

() the initinl closing of the [BM A 1aking place y with, ot
having occurred priof to. the Closing:
(el the consente (o (he transuctions cantemplated dy the {nvestment A;:e:mcm,

having been obtuined from the finunciers to the Compuny

(f) there huving been no materiul adverse change on sne condillon of “ihe Gmup
since the dute of the tnvestment Agreemeat

Closing is scheduled to (ake place on the third business day following the satisfacti

Transterabitity

During the fionn 12 moaths from sad after the Closing Dute, the lovestors are not
pecmicted fo trausfer any of the Couvertible Preferred Shares ar Shurcs lssuable upon
canversinn of the Convirtible Preferred Shares. (fraw and alter the dute aceurring 12
manthe and one du) afier tie Clostig D, ewenl b descrived betov, ers wifi be
v restrictions on (he (ransiers by (e Inveciars of ihe Con Ie Preferred Shares or
Shares isswable upan cunversion of e Convertibie Fretered Shanca,

Tranelers of Cunivertible Preteered S

sees wisd Shures issuuble upun conversion theceof
Ly e Wiveators (o sy persan who holde, e would Bold, a¢ o tesult of 20y sucit

transier. more than 4.9 af e isued share capivsl o the Company, er, 6 certain

designated comperitars ai the Company., will be resirivied when it can be aserialned

that e transterce meels the forsgomg crileria. Deaignied compatiiors generlly

includy any person, together witl its contrdted wlTiliaies, peimarily engaged in the |
computer business thul has, tugether with it u-mrﬂlled stfiliaes anniul conrolidated
o evemes. in ereei o USS1B00000. 000,

Vating nnd other rights attuching tw the Convertible Preferred Shares

Each Convertible Preferred Share will be voted on an "as 1™ converied basit. The
holder of each Cosvertible Preferred Shure will huve the righi 1o one vote for each
whale Share inta which u Convertible Preferred Share ix convertible ut ihe close of
business un ihe record date for any meeting of Shureholders ut which such Convertible
Preferred Shures will be voted. The holders of Converiible Preferred Sharex shull
have the right. when the Company proposes 10 isau¢ shares at helow the then current
fnarket vatie, 1o suberibe in such propused issue for xhucea oa (he sume ferma s that
foer:d by the Company (¢ other kubscribery, unless such shures ace bum; (1) sold o3

of all of the conditions precedent, which cunnat be tatsr than 30 September 2005,

PRINCIPAL TERMS OF THE CONVERTIBLE PREFERRED SHARES ]

Form

The Convertible Preferred Shares will only be issued in repistered form. Definitive
certificates will be issued 1o the investors as holders ol the Canvertible Preferced
Shares.

Preferentinl dividends

The Convertible Preferred Shures will bear u (ined cumulutive preferential cash
dividend, payable quarierly, ui the rate of 4.5% per annum an the Stated Value of
exch Casivertible Prelerred Shure. The Compuny muy defér the poyment of cuxh
gividends if it is uneble to make xuch payments undes Jaw vr (he Company's bank
credic facility. 10 at any time the Compuny hus deferred pryment of 4 dividend, it
shall be prohibited from paying cush dividends on its junior securities, including ihe
Shares, until all such deferced divideads shali huve been paid in fult. If the Company
f2ils (o pay cash dividends when due, the Convertifle Berecred Sharcholders wil

part of un offering at u price of Ao Jexs than 97% of the then current
m:rk:x yalue (which ix intended 10 reflect curtomary underwrlting discounts and
the o in such oliferingi), {2) issued us part of a share

dividend, 13) nsucd as purt of 3 reciastfication of Lhe Company s scturitics. or (4)
isseance in conneciion with an emplnycex benefit plan gpproved by the Company’s
Board. 1 uddition, the canversion price fur (he Converiible Prelerrad Shares wilt he
wadjusted 10 accoun for stock dividends, stock ‘\phu reclaxificalions and below market
issusaces in which u hotder elecis ot (o participate.

A comparison of the respective rights of the holders of the Convertible Preferred
Shares und the holders of Shares ia set out belaw:

Convertible Preferred Shures

Shares

Voting Vale on s "ax i converted hais Qne vole par Share
with the Shares
Dividends Entjtled 1o quartesly cumutative Entitled to divigends when, as

dividend ut @ rate of 4.5% subject 1o
additivwst givigends it xuch dlvidens
is not paid when

and if declared by the Campuny

buve the right (o receive addilionul interexs at the futc of 4,5% un the umount uf such
cash dividend payment that was not paid when duc, No Ce ible Preferred
Shares will be inaued in respect of unpuid dividends. In uddition, the Compiny i»
prohibited. in this tvent, from paying cash dividends on any junior securities, including
the Shares.

Redemption and repurchase

The Canvertibte Preferred Shares ure fedeemubdle, in whole o ia purt, at a price equal
(0 the Staled Value together with dccrued ang wnpaid dividands at the option of (he
Compauy or the Convertible Preferred Shareholders a1 any lime ufter the Maturity
Date. In gddition, the Coaventible Preferred Sharcholders ure entitled 1o require the
Company (o make an offer 10 repurchase all or parl of 1he Convertible Preterred

Antl-Ditution  Contains anti 3 Na aati-dil o
(iee Note A bc\ow) wnless subject o contracsunl pre-
emptive rights

Cenversion Convertibie into Shares Mot vonvertible’
{sec Note B below) .
Preference Prefeseatial dividend and liquidation  No right (o prefereatial
payments paymicnly
Henking Ranks seaiur lo Shares Ranks junior 1 Convegtible.
. Preferred Shurex
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Mores:

A Inctuding price in (he event that ot any time
afier the original issuance of the Convertible Preferred Shares, the Campuny (1) pays
0 dividend or ather distribuling an the Shares, such dividend payable in wholc or in
part, in Sharer, (2) subdivides ony of it tanding Shares into s grester number of
Shares. (3) distributes ceriain apecial divideads in the form of cvidence of ity
indebtedness of assets (o holders of Sharen, subject (0 cerain exception, (4) issves its
shares below market price. (5) distributes cash dividends that eceed o epecified
formula, (8) reclassifies its Sharcs into sesurities othar than Shares.

B, Converible into Shares 2t a conversion price oqual 1o HK$2.725 per Share, subject
i i with the i-8il pravisions described abave.

10 eenain

Board compositlon and representation
During the period commencing on the Closing Datc snd ending on the third snniversary
of the Ciosing Date, the Board shall conslat of no mare than 12 Direciors. of whom
four shall be independent non-executive directars and at leas( two shall he members
of the management of (he Compaty,
TG shall be entitled to designate a tatal of two individuals far election to the Board,
which ufter threc years from the Closing Date, may be reduced to one individual at
the option of the Campany. Subject (o the faregoing right uf the Company, TPG shall
be entitled ta deslgnate owo such individuals for 16 1ong n TPG and (he Newhridge
Cepitul Group, (wken logether, heneficially own ot lcast S0% of the number of
Convertible Preferred Shares (or Shores Jisuable upon conversion of the Convertible
Prelerrcd Shares) issued to them on the Closing Date. For 5o long ax TPG and the
Newbridge Capital Group, taken logether, beneficially own 24% of the number of
Canvertible Preferred Shares (of Shares insushle upon canversion of the Convertible
Prefereed Shares) issued 1o them on ine Closing Dete, TPQ shalf be entitled to designate
one such individual,
The General Ausntic Qraup ¢ha)) be catitled 1o derignate ane individual (ar election
t the Bonrd far so lung as the General Atluntic Group beneficially owny 50% of the
number of Converiihle Preferred Shares (or Sharcs issunble upon conversion of the
Convertible Preferrcd Shares) issued 1o the General Allantic Group on the Closing
Date,
1f the Borrd shall determine in good faith thul nomination of any
by a6 Inveswar for eleciion fo the Board would noi be consisient with the fiduciary
{ the Board, the Investor shall have the right to designate » new individual for
nutian for clection (o the Board, The Caompany is required 1o couse individuals
nominated by Investars 1o be elected 1o the Board, including placing such individuals
on the alate of nominees recommended for clection and sollciling proxics for the
efection of such individuals. If individuats nominated by the investara are nol elected
t0 the Bourd, the Company musi use {(s reasonable best efforis (o caute a direcior o
resign and 1 be clecied in place of such a direcior an individual nominated by the
Lavestors,
For so long a3 any Investor is entitled to deaignate en individua! for election 1o the
Board, ai least one such Individual who is appointed s ¢ Director shall be sppointed
a3 2 member of cach commitiee of the Board. la the event thal the Listing Rules
rahibit the appointment of any such Director 1o & committee of the Board, such
Biteetsr nomngied by the [nvesior shall be permitied (o attend each such committee
meetings as an obrerver. Purxuant (o the Investment Agreement, the Investors and
their i i, ini igations {o the Company (under which
they cunnat disclose nny such confidentisl information to the public), which would
2pply to board observers. In addition, the Invesiors sgrec to use eny such information
anly'in canneztion witn thele favestment in the Compuny. thelr rights and obligutions
under the Investmeni Agreemeni, ond (he rights and Guties of their nominces as
Directoes.

Company, will be restricted when It can be ascertained that the purchuser meeta the
foregoing criteria. Designated competitors generally include any pereon, iogether with
itk conirolled affiliates, primsrily cngaged in the computer businces that has, tagether
wlth its controlled affiliatcs annunl conolidated grass revenues, in sxcess of
1§$1,000.000.000.

Voling mnd other rights of the Warrantholders

The Warranthalders shall not have any n&h( ta attend or vote at any general meeling
of the Company by virtue of holding the Wearrants. The Warrantholders shall have the
right. when the Company proposes o issud sharcs at bejow Lhe then curreal market
value, 10 subscribe in stch proposed lasue for shares on the same 1erms o5 that
offered by the Company 10 bifer subsceibers, unless such shares are being (1) t0ld as
part of ma underwrilen offering at a price of no fess than 97% of Lhe then current
market value (which is inténded to reflect customary underwriting discounts and
commigsions pald to the underwriters in tuch offering), (2) issued ag part of & share
dividend, (3) istucd as part of g reclessificarion of the Company’s fecurities, or (4)
issuance In connection with an employees benefit plan spproved by the Company's
bossd, [n addition. the Excrcise Price for the Warrants will be adjusied ro sccount for
atock dividends, stock splics, rectassifications and below market issuances in which s
‘Warrenthalder elects not Lo participate.

SHAREHOLDING STRUCTURE ]

Based on the information available 1o the Direelors as at 29 Maech 2005, det out
below are the sharenolding fiructures of the Company s al that date and upan full
conversion af the Convertible Preferred Sharcs and the initial closing of the 1BM
Acquisition.

After the Isre of Convertible
Preferred Shares and the nitial
Clostag of the [BM Acquisition

ercntage of

Af 01 29 Maret 2008
Perceatape of

Nember and  vating rights Number and  vatlay fights

tlags of shares tappror.) cluss of shares {approx.}

Legend Holdings Limites 429,819,971 Shares 56.6% 42080997 Shares 155%

18M (please ste notes befow) - - 1307053291 Shues 8%
(Hate 2)

™ - ~ 1,560,000 Convertlble 61%
. Preferred Shares

Genenl Attantic Group - - 780000 Convertidle FALS
Preferred Shares

Newbrigge Copitaf Group - - 190000 Copveriible - 5%
Preferred Shares

Directors 52,940,000 Shares 088 58240000 Shares 0.6%

Public ' 3,186,036,137 Shares. 42.6%  2,186,036,137 Shares. 343%

100.0% 100.0%

Notes:
] Ne ﬂluref &3 10 the number of Shares and Non-voting Shares to be insued 1o TBM wre

provided in (he above tabte a3 the exact numbers of Shares and Nonevoting Shares to
be insued to IBM will only be ixed upon initini closing of the IBM Acquisition.

2. 1,307,153.271 Shares 1a be issued 10 IBM represent the "Base Considersiion Shares”
deseribed the 1BM Circular. {f the Company spplics US550 million from the procecds
fzom (he issuc of ihe Convertible Prefrred Shares and the Warranua to pay IBM, the
Company will nct |ssua the 435,717,757 Excens Shares (23 dafined in the IBM
Cireutar) 1o 1BM. Under the Atssi Burchass Agrasment In relation (o the 1BM

[PRINCIPAL TERMS OF THE WARRANTS 1

lisuer
The Company
Number of Warcants

Werrania conferring rights to subscribe for up 1o a tofal of 237.417,47¢ Warrant
Shares wi an initial Exercite Price of HK$2.715 per Shure. subject to certain aniis
Zilution adjusiments,

Status

The Warrants will be constituted by o deed poll (0 be executed by the Company at_

Clasing. The Warrants will nou be listed on the Stock Exchange ar any other biock
markes,

Farm

The Warrants will be issued in registered form, Definitive centificates will be [ssued
1o the Tnvesiars as holders of the Warrant

The Issue Price and Exercise Price

The Warraats orc o be issued in conjunciion with the Convertible Preferred Shares
and there is 60 sepurate issue price for the Warcan(s.

Each Warrant carries the right 1o sunscribe for ane Warrant Share at 1he initinl Exercise
Price of HK$2.725, subject to certain anti-dilution sdjusiments. The Initia| Exsrcise
Price wat determined at arm's lang(h between the [nvestors and the Company on the
brsis of the sharc price of the Shares at the time of negoriation, expecialions on e
fature share price performance uf the Company and the lnvestors® consideration of
the prospecis of the Oroup 84 1he 1ime of negotintion.

“The initlol Exercize Price represents a premium of 6.886% compared ta ihe closing
price of the Shares of HK$2.55 &5 quoted on the Stock Exchange on 24 March 2008,
being the laten closing price before the date of the Invesiment Agreement, a premium
of 9.86% compared La the average closing prices of the Shares of HK$2.485 for the
five cansecutive trading days up (o and inciuding 24 March 2005, 3 premium of
9.99% compared 10 the averige closing prices of the Shares of HK$2.4773 for the ten
consecutive (rading doys up to and including 24 March 2005, & premium of 16.70%
compared to the average clasing prices of the Shares of HK$2.333 for the thiny
conseculive teading days up 1o and including 24 March 2005, und 3 premium of
20.93% camparcd to the average closing prices of the Shares of HK$2,253 for the
sinty cansccutive trading days up 1o 2nd (ncluding 24 March 2008,

An Investac withing (o exchange Warranix purausnt (o thix right will deliver a notice
to the Company. stating the humber of Shares for it wishes 16 subscsibe, accompanied
by cash in on amount eqoal (o the nominal vabue of such number of Shares, (ogether
with Wasranis having &n “in the moaey™ value ¢qual 10 the balance of the Bxertise
Price for such Shorey (after (aking inio accouni the cash payment of the nominal
value of such Shares). A Warcant's “in he money value™ is ihe excess, If any, of the
current marked price for o Shace over the Exercise Price. Upan surrender af such
Warrants and cash, the Warcuntholder will hecome cativled (o receive the specified
aumber of Shares. For example, if the easrcise price of the Warrant ts HK$2.775, and
(he market price of onc Share is 11K $4.725, the “in-the-money value™ of the Warrant
would be HK $2.00, and could be used 1o pay a portion of the exercise price,

The Excreise Price musi be paid in cash. Hawever, (he lavestors will be entided to
pay the portion of the Exercise Price in excess of the nominal vatue of HK$0.025 per
Shere using the in-the-money value of other Worrants. Hence, the aggregate amount
of cash which the Campany will receive upon full exercise of (he Warrants canact be
sscertained ox ot he date of this announcement.

Exerclse

The subseription rights attaching 10 the Warrants may be exercised. in whole oc ia

pan, atany time from the Closing Date until the Expiry Date.

Sharcs that are 10 be issved vpon the exercise of the suhseription rights aitaching 1o
the Wacrants will rank pari passu in all respects with the Shares in issue on the
exercise date except that they will not be enritled (0 any rights or entittement to
dividends or dixtributions (he record dste for which precedes (he exercine date,
Application will be made (o the Stock Exchange for the listing of. snd permission (o
deal in, the Warrant Shares (o he aliotted and issued upon the cxercise of the
sUBKCriplion rights ettaching 1o the Warrants.

Shareholders’ approvet

The issuc of the Warraats and the Warrant Sharea (0 be issued upon the eaercise of
(he subscription rights aitaching 10 the Warrsnis Are subjeci 1 Ihe npprovs! by the
Sharcholders at the Extrnordinacy General Meeting

Upon (he cxercise of (he subscriptian rights itaching to the Warrents in full,
237417474 Sharey will be izsuzd, reprcseniing spproximately 318 of ihe exisiing
issued share capital of (he Company and approsimately 2.63% of the issued share
cnpilal as enlarged by the allotment and issuc of such Shares and astuming (he issue
of up 10 1.307,153.241 Shares 1o 1M upan clasing of the 1BM Acquisition.
Trancterability

During (he firet 12 months from and after the Cloing Date. (he Investars are not
pecmilied to tranafer any ol the Warcsnls ar the Warrant Shares, Fram and ufier the
date occuering 12 months and one duy after the Closing Dute, there will be no
restrictions on the transfers of the Wurrania or Warran( Shares by the lnvestars.
except as deacsibed helow.

Subject 10 exceplions described helow, during the first three years afier the Closing,
Investors’ iransfere of Warrans to third pariiex in private (ransactiony will bhe tubject
(6 & right of firsi refusal on the part of the Campeny. while transfers pursuant ta
markel transactions und 1hoic effected through brokers will be subjeet to the Company's
rj‘l‘:l of first offer. Transfers of Warranis smong investors will not be subject (o thase
rights,

{n addition, transfers of Warranis and Warreat Shares by (he Investors to any person
who holds, or would hotd, a1 a result of any such tranxfer, more than 4.9% of the
issued shace capllal of the Company, o1, (o certuin designated competitors of the

IBM will take Excean Shares, representing up (o 435,717,757 Shares or

Non-votlng Shares. a3 settlement of the consideration. However, instead of ithuing
the Bacess Shares to IBM, the Company may pay eash to 1BM. The value of
435,717,757 Excess Sharex calculated by refercnce to (he formuyla se( oul in the
Aszct Purchase Agrecment amounts 1o approaimaicly USS) 30 miffion. The cosh
payment alternative was dlsclosed in the [BM Circuar.
Among the “Base Consideration Shares™, the exsct numbers of Shares and
Non-voting Shares 1o be issucd to IBM will onty be determincd upon inlual
closing of the IBM Acquisition. Further, pursuani 1o the Company Agreement
a3 deacribed in the IBM Circular, IBM may convert such numbar of its Non-
voting Shares up to 9.9% of ihe outstanding voting cepital stock of the Company
into Shases., 1t 15°postible thut 1BM wil} hold Shares up to 9.9% of total voting
capital stock of the Company. being 931,394,524 Shares (assuming that the
Convertible Preferred Shares have been issued ond IBM has converied
110,159,957 Non-voting Shares to Shares), while the balance will be held in
375,758,747 Non-voting Shares.

ER Assuming 821,234,567 Shares and 495,918,702 Non-voring Shares will be trzued (o
1BM upon the initial closing of the [BM Acquisition.

As at 2% March 2003

Legend Holdings
HEA Directors Public
0% 26%
\he Company

immedintely upon the issue of the Convertibie
Preferred Sheres and the Inilial closing of the IBM Acquisitlon

(cgend Oenert | | Newheigge
Hoi Ausnie | | Capiuad
Limed Group Group
a5 240 saae Jime Lane 088 pYRLe)

Represents perceatage of the total (ssued capital of the Company {comprining Share
Nen-voling Sharex and Shares canveried from the Canvertible Praferred Shares) an
assuming: (o) up (0 1,307.133,271 Shares will be issued to 1BM upon the initial closing
of the [BM Acquisition; and (b} no Wartanis huve been exercised.

A Convertible Preferred « or in aggregate with ts asocister)
having the rights 1o exercise 10% or more of the voling rights of the Company will be
regarded s o subsiantial shareholder of the Company (b1 defincd in the Listing Rutes)
and (hos a connected persan of the Company (a5 delined in the Lirting Rules)

[use oF rrOCEEDS ]

The nc( procecds from the issue of the Convertible Preferred Shares and the Warrants
aficr deduciing the relevent expeasen are capecied (o be wppraximately US$347 million,
The Direciors intend to apply the proceeds from the issue of the Convertible Preferred
Shares and the Warrants as to spprorimately USS150 million o satisfy part of the
consideration payshie 1o IBM for the 1BM Acquisition s to the balunce for
geners! corporate purposes. The payment of USS${S0 milfion in cash (0 IBM would
reduce 435,717,757 shares in the capital of the Company which would otherwise he
iisuable 1o 1BM as consideration for Ihe (BM Acquisition. Pursuant to the Lnvestment
Agreement, the initial clasing of the 1BM Acquisliion is one of the condition precedents
19 the closing of the Invesiment Agreement, [t is cxpeeled (hat (he closing IBM
Acquinition shall cither occur contemporancoushy or before [he cloging of lavestment
Agreement,

As mentioned in the parngraph enlitled “The issue Price and Exercise Price” abave,
the aggregate amount of cash which the Company will receive upon fuli exercise of
the Warrants cannot fie axceciained as &t the date of this announcement. The Company
intends (o use the procecds arising from the enercise of Warrants for gencral corparate

purpasc.

The principal activity af the Compeny is investment holding. The principal activities
of the Group are the provision af advanced information technology producis and
secvices in the PRC. [n December 2004, the Company rnounced a definitive agres ment
{or the #equisilion of 1BM’s globel deskiop camputer and notebook computer husiness.
The terms of the Convertible Prefecred Shares and the Warrints were negotiated of
arm's length between (he Company and (he Investors. The Directors consider hat (he
iss0c of ine Convertible Preferred Shares and Warranis provides an ahiernstive funding
neans 16 the Company and part of the proceeds from the issue of the Convertible
Preferred Shares and Warrants wil) be used o satisly part of the consideration payshls
to 1BM for the IBM Acquisition. In 1ddition, the Directors consider Lhat the Investors
offer expertise nnd experience that are expecied (o he valuable to the Campuny, The
Directors consider that (he terma of the Convertible Preferred Shares and the Warrants
are falr und rezsonnble aad in the Interesss of the Company and the Shareholders as
whole.

[GENERAL

“Exerclae Price”

Sub{ecl (0 any spplicable laws or regulations, the Listing Rules snd decisions of any
wpplicable nathority, the Major Shareholder has. under the Voting Undertaking,
vndertaken and agreed with the Investors 1o vole {of procure to be vated) In favaur of
the lnvestment Agreement &nd nny other agreements relating to the transactians
mentioned therein, and any action and 8

8t any shareholder mecting end Bonrd meeting, including the resolutions 10 be proposed
al the Extrsordinucy General Meetisg and (he sppointment of the Dirociors to be
designated by the Investors as described in this announcement.

Save ax the Warran(s 10 be issued and the 516,100,000 cutstanding share options
granted under the Company's share oplion schemes, there are no olher warrunts,
options, or similar recurities conferring rights to subscribe for Shares oucscanding a3
at the date of this snnouncement.

A circular containing further desals of the terms of in the Investment Agreement, the
Convertible Preferced Shares, the Wacrania and the proposed amendments to the
Articies of Association, together with the notice of the Extraordinary Genersl Meetlng
&nd the form of proxy, will b distributed 10 the Sharchalders s soan na ponsible.
Neither the Major Sharchalder nar ity assaciates hus any interest in the investment
Agresment. the proposed issuc of the Convertible Prefereed Sharex and the Warraats
which is different from that of 1o other Shareholders, Henee, the Major Sharehotders
wlll not be required to abstain from voling at the Bxtraordinary Genesal Meeting, The
Company is not aware of any Sharcholder who will ited to abataln from voting ut the
Extriordinary General Meeting,

TPG, the Generat Atantic Group and the Newbridge Caplial Graup and the Invesiors
do not own any shares in Lenovo or its gubsidiarics. Certsin of TPG's ossociates,
however, are “porifolic companies™ in which TPG has invested. These investments
are managed separaiely, rather ihon as part of & cenlrally managed carporute group.
TPG gencralty does not collect information regarding the equity interesis that its
portfaiio campaaies may 80ld in other companies,

On the application of the Campuny. trading in the Shares was suspended from [0:06
a.m. on 24 March 2005 pending (e release of this aanouncement. The Company h
applied for resumption of trading In the Sheres with «ffcct from 9:30 a.m, on 3
Mareh 2005.

—

In this announcement, unless the context fequires otherwise, Lhe following terma have
the meanings ar sel out below;

“Articles of Assor
“Board"
“Ciosing™

RESUMPTION OF TRADING

{DEFINITIONS

lon the geticles of association of the Company
the bosrd of Directors of the Company

closing of the subscription of the Convertible Preforred
Sharea and the Warrants .

the date on which Closing lakes place in accordance
with the terms of the Investment Agreement

Lenovo Group Limited, a company {ncorporatad in Hang
Kong with limilcd fiability, the Sharex of which are
Iinicd on the Stock Exchange

hoiders of the Convertible Preferred Shares

“Closing Date"

“Company"

“Convertible Preferred
Sharenolders™

Serics A Cumulative Convertible Preferred Shares of

nominnl value HK$9.175 cach in the thare cupiial of

the Company

\he directors of the Company

(he extraordinary general mecting of the Company to be

held for considering and, If thought fit, approving,

amang others, the lasue of the Convertible Preferred

Shures ond the Warranis and the proposed amendments

to the Arlicles of Asxociation

HK32.723 per Shore, subject 10 certain amti-ditution

adjustments

the fifth anniversary of the Cloaing Date

collectivety, Genersl Atlantic Partners (Berenuda), L.P.,
OGAPSTAR, LLC, GAP Coinvestments I, LLC, CAP
Coinvestmeants IV, LLC and GAPCO GmbH & Co. KG
ond affilistes that ere under common coatrol with such
enthies

“Convertible Preferred
Shares”

“Directors”
“Extraordinary General
Meetng”

“Expiry Date®
“Genera! Atlantic Group™

“Group” ine Company and its subsidiatics

“HKS" Hang Kong Datlars, the tawlul currency of Hong Kong

“Hong Kong" (he Hang Kong Specizl Administrative Reginn of the
Peopte's Republic of China

RENY Inteenstional Businexs Machines Corporation

“1BM Acquisition” the Groups acquisitlon of 1BM's glabol deskiop
compuier 2nd poledoOk computer businzas, delas of

which are contained in the IBM Circular

“1BM Circutn the circular of (he Company o ralation 1o the [BM
Acquisition dated 31 December 2004

“ A Y e

entered into hetween the Company and
the lnvestors dated 30 March 2003 in relution (o the
issue of the Convertible Preferred Sharcs and (he
Warrants

General Adlantic Group, Newbridge Capits! Group or
TPG Group (as the case may be)

TPG IV Acquisition Company LLE, General Atlantic
Pariners (Bermudal, LB, GAFSTAR, LLC: GAS
C ats 1, LLC GAP Coi V. LLc,
GAPCO GmbH & Co. KG and Newbridge Asia
Acquisition Company LLC; and the term “Investor shall
mean any one of them

the Rulex Governing the Listing of Securirles on the
Stock Exchange

“lnvestor Group”

“tnvestors”

“Listing Rules"

“Major Shercholder” Legend Haldings Limitzd, the coniroliing shareholder
of the Compuny halding approrimatcly 57% of all the
Shares in issne a5 al the date hereof

“Maturity Date”

the reventh nnniverssry of the Clasing Date
“Newbridge Capilst Graup! i

ge Asia ion Campany LLC
and affilisles (hat are under camman control with such
entity

“Shares™ ordinary shares af nominal value of HK$0.025 each in
ate capital of the Company
“Sharcholders” holders of the Shares

“Stated Value"
“Siock Exchange®

HKS$1.000 per Convertile Preferred Share
The Stock Exchange of Hong Kong Limited

“TPG" collectively TPG 1V Acquinition Company LLC snd
uffiliates that are under comman canirol wich nseh entity
“uss” Lnited States Dollars, the swful currency of the United

Stater af America

the voting undertaking entered Inta by the Majar
Sharcholder in favour of the Investars on 30 Mureh 260§

holders of the Warrants

237,417,474 unlisted warrants to be issued by the
Company entitling the Werrantholders to subscribe for
the xame number of aew Warrant Shares at the Exercise
Price al uny iime {rom the Closing Date up 10 the Expiry
Date (both dates inclusive)

new Shares (o be issucd upon the exercise of the
subscriptinn rights attaching 16 the Warranis

This nnnouncement containy tanstation detween HKS and USS at HK$7.80 = US51.00.
The transtation shall not be (aken us represcatation that the HKS smouat coutd actuslly
be converted into USS at that rafe, or 3t alt,

As of the daie of this announcement, the Executive Direciors are Mr, Lia Chuanghi,
Mr, Yang Yuanging, Ms. Ma Xuezheng, Non-executive Director i Mr, Zéng Maochao,
and {ndependent Non-cxecutive Directors are Mr. Wong Wai Ming, Prafessor Woo
Chia-Wei, and Mr. Ting Lee Sen

"Voting Undercaking”

“Warraniholders”
“Werrants™

"Worrant Sheres™

By Order of the Board
Liy Chusazhi
Chairman
30 March 2005

The English iext of this announcement shall prevait over the Chinese text.

Hang Kon
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